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SUBCHAPTER 1.
BROKER-DEALERS

13:47A-1.1 APPLICATION FOR REGISTRATION FOR FINRA MEMBERS

a) Any person who is a member of the Financial Industry Regulatory Authority (FINRA),
desiring to transact business in the State of New Jersey as a broker-dealer shall file an
application with the Bureau of Securities (the Bureau) by filing the application with the
Central Registration Depository (CRD) on the form designated as Form BD, Uniform
Application for Broker-Dealer Registration, or any successor form to the Form BD prescribed
by the CRD for filing a broker-dealer application. The requisite registration fee shall be
submitted with the application filed with the CRD in the amount of $300.00 for a one-year
registration term. Failure to pay the registration fee as above, within the billing time limits
established by the Bureau or by the CRD, shall be a ground for immediate revocation of the
registration. The applicant shall supplement the application filed with the CRD by directly
filing with the Bureau the Broker-Dealer Supplement and any additional information that the
Chief of the Bureau of Securities of the State of New Jersey (the Bureau Chief) requires. The
30-day time period for review of an application will not commence until the applicant files all
documents or material facts specified and required. The following additional information shall
be filed with the Bureau for all broker-dealer applications and no application shall be deemed
complete until all of the following are properly submitted, unless the requirements are waived
by the Bureau Chief:

1) A consent to service of process executed by the applicant as set forth in N.J.A.C.
13:47A-7.1. A fully completed and executed Execution Page of the Form BD, Uniform
Application for Broker-Dealer Registration, or a successor form as prescribed by the

CRD, shall satisfy this requirement;

2) A consent to service of process executed by each officer, director, general partner or
limited partner of the applicant who is to act as an agent in the State of New Jersey, as
set forth in N.J.A.C. 13:47A-7.1. A fully completed and executed Form U2, Uniform
Consent to Service of Process, for each person, or a fully completed and executed
Individual/Applicant’'s Acknowledgement and Consent section of Form U4, Uniform
Application for Securities Industry Registration or Transfer, or a successor form, shall

satisfy this requirement;
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b)

d)

3) Certified financial statements as set forth in N.J.A.C. 13:47A-1.3 and 1.5;

4) Any additional information requested by the Bureau Chief.

The applicant shall submit to the Bureau as part of the written application permission for the
Bureau Chief, or his or her duly designated representative, to examine without notice any
filings made by the applicant with the New York Stock Exchange, NYSE MKT LLC, or
another national securities exchange registered pursuant to Section 6 of the Securities
Exchange Act of 1934 (15 U.S.C. § 78f).

If the applicant is a natural person and is not applying for registration through the CRD, he or
she shall submit to the Bureau as part of the application, the applicant’s fingerprints and
written consent for a criminal history record background check to be performed pursuant to
N.J.S.A. 49:3-56(p).

If the applicant is a corporation or partnership and is not applying for registration through the
CRD, it shall submit to the Bureau as part of the application, the fingerprints of each officer,
director, controlling person, (as defined on the Form BD), or partner, and written consent
from each for a criminal history record background check to be performed pursuant to
N.J.S.A. 49:3-56(p).

If, during the pendency of the application, it appears to the Bureau Chief that the application
may contain a misrepresentation, may omit a document or material fact, or contains any
statement which may be, at the time and in the light of the circumstances under which it is
made, false or misleading in any material respect, the Bureau Chief, in his or her discretion,
may notify the applicant of the deficiency or act pursuant to N.J.S.A. 49:3-58 or 49:3-67.
Notification of the deficiency shall require the applicant to perfect the application by
amending or supplementing the information previously submitted within 21 days after the
notification of the deficiency; withdraw the application; or subject itself to further action of the
Bureau Chief by Order or otherwise. If the applicant elects to perfect the application within
21 days, the amendment or supplement by the applicant shall postpone the effectiveness of
the application for 30 days after the applicant perfects the application. The Bureau Chief may

elect, in his or her discretion, to grant extensions of time to perfect the application.
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13:47A-1.2 APPLICATION FOR REGISTRATION FOR PERSONS NOT ELIGIBLE FOR
REGISTRATION VIA THE CRD

Any person desiring to transact business in the State of New Jersey who is not a member of
FINRA or who is not otherwise eligible to register via the CRD pursuant to N.J.A.C. 13:47A-1.1,
shall file all of the information required by N.J.A.C. 13:47A-1.1 and in the same form required by
that section directly with the Bureau at its current office address. The application shall be
accompanied by a check or money order payable to the State of New Jersey, Bureau of

Securities, in the amount of $300.00.

13:47A-1.3 FINANCIAL REPORTS TO SUPPLEMENT APPLICATION

a) Subject to the limitations of Section 15 of the Securities Exchange Act of 1934 (15 U.S.C. §
780), an application for registration as a broker-dealer must be supplemented by a
concurrent filing directly with the Bureau of a certified statement of the applicant’s financial
condition as of a date within 60 days of the application; provided, however, if the applicant
has been engaged in business for one year or more preceding the date of the application, a
certified financial statement as of the end of its last fiscal period, along with an unaudited
balance sheet as of a date within 60 days of the application may be submitted directly to the
Bureau concurrently with the filing of the application for registration. The concurrent filing will
be considered to be a necessary part of the registration application, whether the application
is filed via the CRD for FINRA members, or directly with the Bureau for non-FINRA

members.

b) The balance sheet must be signed by a principal or officer of the applicant listed on

Schedule A of the Form BD and must be notarized.

13:47A-1.4 (RESERVED)
13:47A-1.5 PREPARATION AND CONTENTS OF FINANCIAL STATEMENTS

a) Subject to the limitations of Section 15 of the Securities Exchange Act of 1934 (15 U.S.C. §
780), financial statements and reports required of registered broker-dealers under N.J.S.A.
49:3-47 et seq., including the financial statement filed with the application for initial
registration, shall consist of a balance sheet supported by an analysis of the trading and
investment inventories and shall be prepared by a certified public accountant or a public

accountant who shall be in fact independent.
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b)

Subject to the limitations of Section 15 of the Securities Exchange Act of 1934 (15 U.S.C. §
780), complete copies of the Financial and Operational Combined Uniform Single (FOCUS)
Report, Form X-17A-5, as filed with the Securities and Exchange Commission, or copies of
the New York Stock Exchange Financial Questionnaire (Form FQ) may be filed to comply

with the requirements of this section.

Subject to the limitations of Section 15 of the Securities Exchange Act of 1934 (15 U.S.C. §
780), the analysis of the trading and investment inventories required by (a) above shall have
attached thereto, and made a part thereof, a statement under oath by the broker-dealer
which shall set forth those securities within said trading and investment inventories which
have not been registered under the Securities Act of 1933 (15 U.S.C. 8877a et seq., the
“1933 Act”), or which are not subject to, or are exempted from the registration requirements
of the 1933 Act and the rules and regulations promulgated thereunder other than by reason
of section 3(a) of the 1933 Act and the rules and regulations promulgated under section 3(a)
of the 1933 Act.

13:47A-1.6 MINIMUM NET CAPITAL

a)

b)

No registration as a broker-dealer shall be issued unless the applicant has a minimum net
capital or has posted with the Bureau a surety bond in the amount of the minimum net
capital. The minimum net capital shall be as required by Section 15 of the Securities
Exchange Act of 1934 (15 U.S.C. § 780) and rules promulgated thereunder.

Computation of net capital shall be in accordance with rules promulgated by the Securities

and Exchange Commission, unless the Bureau Chief prescribes otherwise by rule or order.

Reporting of net capital by a broker-dealer shall be made as part of the application for
registration with the CRD in the case of broker-dealers eligible for such registration. If the
CRD registration form does not provide for reporting of net capital as set forth in this section,
or if the registration is filed directly with the Bureau of Securities because CRD registration is
not available to the applicant, then the reporting of net capital shall be made by a
supplemental filing made directly to the Bureau of Securities concurrently with the broker-

dealer application.
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13:47A-1.7 BONDS

a) Subject to the limitations of Section 15 of the Securities Exchange Act of 1934 (15 U.S.C. §
780) and rules promulgated thereunder, the bonds required to be filed under N.J.A.C.
13:47A-1.6 (Minimum net capital) shall provide for suit thereon by third parties for any cause
of action under N.J.S.A. 49:3-71, for loss and damages, and shall be on the Uniform Security
Bond, Form U-SB, as set forth in N.J.A.C. 13:47A-11.5. The bond shall be for a term of two
years, but the right to bring an action under the bond for losses sustained while it was in

force shall continue for two years from the date of the sale upon which the action is based.

b) The bond may provide for termination provided, however, that 90 days’ notice thereof is
served in writing upon the Bureau Chief; and provided further, that the right to bring an
action for losses sustained while it was in force shall continue for two years from the date of

the sale upon which the action is based.

13:47A-1.8 CASH OR SECURITIES IN LIEU OF BOND
In lieu of the bonds required by N.J.A.C. 13:47A-1.6 (Minimum net capital), the applicant

may deposit cash or securities with the Bureau Chief, and the amount thereof shall be
determined by the Bureau Chief having due regard for the amount of the bond required and the
nature of the securities furnished. No securities other than those listed on the New York Stock
Exchange or the American Stock Exchange or designated or approved for designation upon
notice of issuance as a National Market System security on the National Association of
Securities Dealers’ Automated Quotation System will be accepted, except that mutual funds may

be accepted in certain cases, in the discretion of the Bureau Chief.

13:47A-1.9 CHANGE OF STATUS; SUBMISSION OF FORM

a) A registered broker-dealer who is registered with New Jersey via the CRD shall file an
amendment with the CRD on the amendment form prescribed by the CRD whenever there is

any change to any information previously reported.

b) A registered broker-dealer that is registered pursuant to N.J.A.C. 13:47A-1.2 (registrants not
eligible for registration via the CRD and therefore registered directly with the Bureau) shall
file directly with the Bureau at its current office address, a complete and updated Form BD or
the amended pages, if a complete Form BD is already on file at the Bureau, whenever there

is any change to any information previously reported.
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c)

d)

e)

13:

Any amendment shall be filed no later than 30 days after the occurrence requiring the
change. The amendment filed with the CRD shall be accompanied by the fee, if any,
prescribed by the CRD for amendments. There shall be no fee for those amendments

required to be filed directly with the Bureau.

For a registered broker-dealer that has had any changes occur regarding the answers in its
original or amended Form BD application as to arrests, convictions of any crime, disciplinary
actions by any administrative body, restraints, injunctions, suspension, revocations, denials,
judgments, as to the registrant or any partner, officer or director shall file an amendment with
the CRD; or if not a member of FINRA, shall file the amendment directly with the Bureau fully
disclosing the details of the changes within 30 days of the occurrence requiring the change.
Such amendment shall be accompanied by the fee, if any, prescribed by the CRD or the
Bureau for amendments. In the event that the CRD amendment form does not allow for full
detailed disclosure of the details of the changes, as required by the Uniform Securities Law
(1997), N.J.S.A. 49:3-47 et seq., and this chapter, the registrant shall make full detailed
disclosure of the changes by a supplemental filing directly to the Bureau at its current office

address.

A registered broker-dealer, if a corporation or partnership, shall file with the Bureau or the
CRD, whichever is applicable, the fingerprints of each officer, director, controlling person,
(as defined on the Form BD), or partner who commences any employment or affiliation with
said registered broker-dealer no later than five days after the commencement of such
employment or affiliation, and written consent from each for a criminal history record
background check to be performed pursuant to N.J.S.A. 49:3-56(p). Those persons exempt
from filing a fingerprint card with the Securities and Exchange Commission pursuant to Rule
17f-2 promulgated under the Securities Exchange Act of 1934 (17 CFR 240.17f-2) or its
successor rule shall be exempt from filing fingerprints with the Bureau pursuant to this

subsection.

47A-1.10 MAINTENANCE OF BOOKS AND RECORDS

All broker-dealers shall keep at their principal place of business, open to inspection of the

Bureau of Securities of the State of New Jersey, all books and records required to be kept by the

Securities and Exchange Commission or by the Bureau of Securities.
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13:47A-1.10A MAINTENANCE OF SALES AND ADVERTISING MATERIAL (BROKER-
DEALERS)

Subject to the limitations of Section 15 of the Securities Exchange Act of 1934 (15 U.S.C. §
780), all broker-dealers shall keep on file, in each branch and sales office, for a period of three
years, copies of any prospectus, circular, form letter, advertisement, sales script, or prepared
text used in that branch or sales office in the course of soliciting prospective investors, and any
other sales or advertising material intended for distribution or communication to prospective
investors by mail, telephone, or any other medium, including electronic and social media, or for
the use or training of persons making such communications. Any material required to be
maintained pursuant to this section may be maintained in electronic form, either at the branch or
sales office or at a central location, provided that such electronically stored material can, upon

demand, be retrieved and provided to the Bureau within two working days.

13:47A-1.11 WITHDRAWAL OF BROKER-DEALER REGISTRATION

a) A broker-dealer registered in New Jersey via the CRD shall file a Uniform Request for
Broker-Dealer Withdrawal, Form BDW, or any successor form to the Form BDW prescribed
by the CRD when it desires to withdraw its registration as a broker-dealer in the State of New

Jersey. Such request for withdrawal will become effective 30 days after filing with the CRD.

b) A broker-dealer registered in New Jersey by direct filing with the Bureau because it is not
eligible for registration via the CRD shall file directly with the Bureau a Form BDW when it
desires to withdraw its registration as a broker-dealer in the State of New Jersey. Such

request will become effective 30 days after filing with the Bureau.

13:47A-1.12 DISPLAY OF NAME

The name of the registered broker-dealer shall appear on the door or window of any branch

or sales office being operated within the State of New Jersey.

13:47A-1.13 APPLICATION FOR SUCCESSOR

a) A broker-dealer registered in New Jersey via the CRD shall file the forms or amendments as
required by the CRD to effectuate registration in New Jersey of a successor to the registered
broker-dealer. The filing shall be accompanied by the fee, if any, prescribed by the CRD for

such filings.
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b) A broker-dealer registered in New Jersey by direct filing with the Bureau of Securities
because it is not eligible for registration via the CRD may file directly with the Bureau an
application on a Form BD, Uniform Application for Broker-Dealer Registration, accompanied
by all of the information required by N.J.A.C. 13:47A-1.1 and in the same form as required by
that section to effectuate the registration of a successor. Such application shall be marked
“SUCCESSOR APPLICATION” in the upper right-hand corner by the registrant, and shall be
accompanied by a consent to service of process executed by the applicant. A fully completed
and executed Execution Page of the Form BD, Uniform Application for Broker-Dealer
Registration, or a successor form as prescribed by the CRD shall satisfy this requirement.

There shall be no filing fee for the successor application.

SUBCHAPTER 2.
INVESTMENT ADVISERS

13:47A-2.1 APPLICATION FOR INVESTMENT ADVISER REGISTRATION

a) Any person desiring to act as an investment adviser, as defined in N.J.S.A. 49:3-49(q),
within or from the State of New Jersey, shall file an application with the Bureau on the Form
ADV, Uniform Application for Investment Adviser Registration, or a successor form, together
with all relevant schedules, unless that person is registered as an investment adviser under
Section 203 of the Investment Advisers Act of 1940 (15 U.S.C. § 80b-3), as amended, or is
not so registered because that person is excepted from the definition of investment adviser
under Section 202(a)(11) (15 U.S.C. § 80b-2(a)(11)). The Form ADV may be filed with the
Bureau by filing it with the Investment Adviser Registration Depository (IARD) or its
successor and by designating in the Form ADV that the applicant intends to apply for
registration in New Jersey. The Form ADV shall contain an original notarized signature,
unless the Form ADV is filed with the Bureau by electronically filing it with the IARD. If the
Form ADV is filed with the Bureau by electronically filing it with the IARD, the signature
requirements required by the Bureau shall conform to the electronic signature requirements
in place for filing with the IARD. The 30-day time period for review of an application will not
commence until the applicant files all documents or information specified and requested by

the Bureau.

b) Such Form ADV shall be accompanied by:

Chapter 47A Page 13 of 110 Last Revision Date: 8/17/2015



BUREAU OF SECURITIES LAW AND PUBLIC SAFETY

1)

2)

3)

4)

5)

6)

A consent to service of process executed by the applicant. A fully completed and
executed Part |, Domestic Investment Adviser Execution Page of the Form ADV shall

satisfy this requirement;

A certified statement of the applicant’s most current financial condition as of a date within
60 days of the application; or provided the applicant has been engaged in business for
one year or more preceding the date of the application, a certified financial statement as
of the end of its last fiscal period, along with an unaudited balance sheet as of a date
within 60 days of the application. An applicant with its principal place of business outside
this State may file with the Bureau its statement of most current financial condition, as
defined under the law of the state in which the applicant has its principal place of
business, to satisfy this requirement, provided that the applicant is registered or licensed
in the state that is its principal place of business and the applicant is in compliance with
the applicable books and records requirements of the state in which the applicant
maintains its principal place of business. The Bureau will accept a financial statement
accompanied by a notarized certification from an individual applicant or an officer,
director, or general partner of the applicant corporation or partnership attesting to the
accuracy of the information contained in the financial statement in lieu of a “certified
statement,” if the investment adviser does not have custody of client funds as defined in
N.J.A.C. 13:47A-7.2 or if the investment adviser has custody solely due to direct fee

deduction arrangements;

A copy of a sample investment advisory contract;

A sample of any business card, letterhead, brochure, circular, advisory newsletter, form
letter, advertisement or other sales literature or advertising communication, addressed or

intended for distribution to clients or prospective clients;

Any other information the Bureau may request;

The Notice of Withdrawal from Registration as an Investment Adviser, Form ADV-W, as
filed with the U.S. Securities and Exchange Commission, if the investment adviser has

withdrawn or is withdrawing from SEC registration;
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7) The requisite registration fee in the amount of $200.00 shall be submitted with the
application filed with the IARD for electronic filers or to the Bureau in a check or money

order payable to the State of New Jersey, Bureau of Securities, for paper filers; and

8) If the applicant is registered in another state and has its principal place of business in
another state, but has a place of business in New Jersey, the applicant shall also file a
certification that it is in compliance with the requirements of the state in which it has its
principal place of business with respect to that state’s books and records, net capital and

bonding requirements, if any.

If, during the pendency of the application, it appears to the Bureau Chief that the application
may contain a misrepresentation, omit a document or material fact, or contain any statement
that may be, at the time and in the light of the circumstances under which it is made, false or
misleading in any material respect, the Bureau Chief, in his or her discretion, may notify the
applicant of the deficiency or act pursuant to N.J.S.A. 49:3-58 or 49:3-67. Notification of the
deficiency shall require the applicant to perfect the application by amending or
supplementing the information previously submitted within 21 days after notification of the
deficiency; withdraw the application; or subject itself to further action of the Bureau Chief by
Order or otherwise. If the applicant elects to perfect the application, the amendment or
supplement by the applicant shall postpone the effectiveness of the application for 30 days
after the applicant perfects the application. The Bureau Chief may elect, in his or her

discretion, to grant extensions of time to perfect the application.

13:47A-2.2 CAPITAL REQUIREMENTS

a)

Subject to the limitations of Section 222 of the Investment Advisers Act of 1940 (15 U.S.C. §
80b-18a), no registration as an investment adviser shall be granted to a person who has
custody of clients’ funds or securities unless the applicant has a minimum capital of $35,000
or has posted a surety bond in the amount of $35,000, except that investment advisers

having custody solely due to:

1) A direct fee deduction who are complying with the terms described under Rule 206(4)-2
(17 CFR 275.206(4)-2) and N.J.A.C. 13:47A-6.3(a)56ii(3) and related books and records
requirements, as described in N.J.A.C. 13:47A-2.6, shall not be required to comply with

the net worth or bonding requirements set forth in this section or N.J.A.C. 13:47A-2.3; or
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b)

c)

2) Advising pooled investment vehicles who are complying with the terms described under
Rule 206(4)-2(a)5 or 206(4)-2(b)4 (17 CFR 275.206(4)-2(a)(5) or 275.206(4)-2(b)(4)) and
N.J.A.C. 13:47A-6.3(a)56ii(2) or (4) and related books and records requirements, as
described in N.J.A.C. 13:47A-2.6, shall not be required to comply with the net worth or
bonding requirements set forth in this section or N.J.A.C. 13:47A-2.3.

An investment adviser, as defined under N.J.S.A. 49:3-49(g), who has discretionary authority
over client funds or securities, but does not have custody of client funds or securities shall

maintain at all times a minimum net worth of $10,000.

An investment adviser registered, as defined under N.J.S.A. 49:3-49(g), who accepts
prepayment of advisory fees of more than $500.00 per client and six or more months in

advance shall maintain at all times a positive net worth.

13:47A-2.3 BONDS

a)

b)

c)

Subject to the limitations of Section 222 of the Investment Advisers Act of 1940 (15 U.S.C. §
80b-18a), the bond required to be filed under N.J.A.C. 13:47A-2.2 (Capital requirements)
shall provide for suit thereon by third parties for damage sustained as a result of misuse or
misapplication of clients’ funds or securities and shall be in the Uniform Surety Bond, Form
U-SB, as set forth in N.J.A.C. 13:47A-11.5. The bond shall be for a term of two years, but the
right to file claims thereunder for losses sustained while it was in force shall continue for two
years from the time the aggrieved party knew or should have known of the existence of his

or her cause of action.

Such bond shall provide for termination; provided, however, that 90 days notice thereof is
served in writing upon the Chief of the Bureau of Securities and; provided further, that the
right to bring an action for losses sustained while it was in force shall continue for two years
from the time the aggrieved party knew or should have known of the existence of his cause
of action.

Such bond may be written by any surety company licensed to do business in the State of

New Jersey.
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13:47A-2.4 CASH OR SECURITIES IN LIEU OF BOND

a) Subject to the limitations of Section 222 of the Investment Advisers Act of 1940 (15 U.S.C. §
80b-18a), in lieu of the bond required by N.J.A.C. 13:47A-2.2 (Capital requirements), the
applicant may deposit cash or securities with the Bureau Chief, and the amount thereof shall
be determined by the Bureau Chief having due regard for the amount of the bond required

and the nature of the securities furnished.

b) No securities other than those listed on the New York Stock Exchange or the NYSE MKT
LLC or designated or approved for designation upon notice of issuance as a NASDAQ
Global Select Market security will be accepted, except that mutual funds may be accepted in

certain cases, in the discretion of the Bureau Chief.

13:47A-2.5 CHANGE OF STATUS; SUBMISSION OF FORM

A registered investment adviser who is registered with New Jersey via the IARD shall file an
amendment within 30 days with the IARD on the amendment form prescribed by the IARD, or,
for hardship cases, shall file directly with the Bureau a revised and updated Form ADV, so as to
have a complete and current Form ADV on file with the Bureau, whenever there is any change to
any information previously reported on the Form ADV. No filing fee is required for any

amendment, unless the IARD prescribes otherwise.

13:47A-2.6 MAINTENANCE OF BOOKS AND RECORDS
a) For purposes of this section, as referenced in Rule 204-2 (17 CFR 275.204-2):

1) “Financial statements” shall mean a balance sheet prepared in accordance with generally
accepted accounting principles, an income statement, a cash flow statement, and a net

worth/capital computation, if applicable, as required by N.J.A.C. 13:47A-2.2.

2) “Other communication” shall include communications by electronic media and social

media.

b) For purposes of this section, the Bureau requires investment advisers to retain the books and
records described in Rule 204-2(a)(11), (16), and 204-2(e)(3) (17 CFR 275.204-2(a)(11), (16),
and 275.204-2(e)(3)) under the Investment Advisers Act of 1940, 15 U.S.C. 8§88 80b-1 et seq.,

that are distributed to two or more persons.
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c) Subject to the limitations of Section 222 of the Investment Advisers Act of 1940 (15 U.S.C. §
80b-18a), all investment advisers shall keep at their principal place of business, open to
inspection for the Bureau of Securities of the State of New Jersey, all books and records, as
set forth in Rule 204-2 (17 CFR 275.204-2) under the Investment Advisers Act of 1940, 15
U.S.C. 88 80Db et seq.

d) Subject to the limitations of Section 222 of the Investment Advisers Act of 1940 (15 U.S.C. §
80b-18a), all investment advisers shall keep at their principal place of business, open to

inspection for the Bureau:

1) A litigation file documenting any criminal or civil action or administrative proceeding filed
in any state or Federal court or by any administrative agency against the investment
adviser or any of its personnel with respect to a securities or an investment advisory

transaction and the disposition of the action or proceeding;

2) Written information about each investment advisory client that is the basis for making any

recommendation or providing any investment advice to such client;

3) Written policies and procedures to supervise the activities of employees and investment
adviser representatives that are reasonably designed to achieve compliance with

applicable securities laws, rules, and regulations;

4) A file containing a copy of each document (other than any notices of general
dissemination) that was filed with or received from any state or Federal agency or self-
regulatory organization that pertains to the registrant or its investment adviser
representatives as that term is defined in Rule 204-2(a)(12)(iii)(A) (17 CFR 275.204-
2(a)(12)(iii)(A)) under the Investment Advisers Act of 1940, 15 U.S.C. 88 80b-1 et seq.,
which file should contain, but is not limited to, all applications, amendments, renewal

filings, and correspondence;

5) Copies, with original signatures of the investment adviser’s appropriate signatory and the
investment adviser representative, of each initial Form U4 and each amendment to

Disclosure Reporting Pages (DRPs U4);
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6) Copies of the written disclosure delivered pursuant to N.J.A.C.13:47A-2.13. If the
disclosure obligation is met in whole or in part by the delivery of a prospectus, the
investment adviser need only note such delivery and need not retain a copy of the
prospectus in each client’s file;

7) Where the investment adviser inadvertently held or obtained a client’s securities or funds
and returned them to the client within three business days of receiving them or has
forwarded checks drawn by clients and made payable to third parties within three
business days of receipt, the investment adviser shall keep a ledger or other listing of all
securities or funds held or obtained, including the following information:

i) Issuer;

i) Type of security and series;

iii) Date of issue;

iv) For debt instruments, the denomination, interest rate, and maturity date;
v) Certificate number, including alphabetical prefix or suffix;

vi) Name in which registered;

vii) Date given to the investment adviser;

viii) Date sent to client or sender;

ix) Form of delivery to client or sender or copy of the form of delivery to client or sender;

X) Mail confirmation number, if applicable, or confirmation by client or sender of the

fund’s or security’s return; and

xi) Date each check was received by the investment adviser;

8) If an investment adviser obtains possession of securities that are acquired from the

issuer in a transaction or chain of transactions not involving any public offering that
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comply with the exception from custody under Rule 206(4)-2(b)(2) (17 CFR 275.204-
2(b)(2)) under the Investment Advisers Act of 1940 (15 U.S.C. 88 80b-1 et seq.), the

investment adviser shall keep the following records:

i) A record showing the issuer or current transfer agent’s name, address, phone
number, and other applicable contact information pertaining to the party responsible

for recording client interests in the securities; and

ii) A copy of any legend, shareholder agreement, or other agreement showing that
those securities are transferable only with prior consent of the issuer or holders of the

outstanding securities of the issuer; and

9) Sales or advertising material intended for the use in soliciting prospective investors or for

training persons who will be making such communications.

e) Subject to the limitations of Section 222 of the Investment Advisers Act of 1940 (15 U.S.C. §
80b-18a), if an investment adviser has custody or possession of securities or funds of any
clients, as defined in N.J.A.C. 13:47A-7.2, the investment adviser must make and keep the

following additional records:

1) A copy of any and all documents executed by the client (including a limited power of
attorney) under which the investment adviser is authorized or permitted to withdraw a
client’s funds or securities maintained with a custodian upon the investment adviser’s

instruction to the custodian;

2) A copy of each of the client’'s quarterly account statements, as generated and delivered
by the qualified custodian. If the investment adviser also generates a statement that is
delivered to the client, the investment adviser shall also maintain copies of such

statements along with the date such statements were sent to the clients;

3) If applicable to the investment adviser’s situation, a copy of the special examination
report verifying the completion of the examination by an independent certified public

accountant and describing the nature and extent of the examination;

4) A record of any finding by the independent certified public accountant of any material

discrepancies found during the examination;

Chapter 47A Page 20 of 110 Last Revision Date: 8/17/2015



BUREAU OF SECURITIES LAW AND PUBLIC SAFETY

f)

5)

6)

7

If applicable, evidence of the client’s designation of an independent representative;

All records and evidence of compliance required by Rule 206(4)-2 (17 CFR 275.206(4)-2)

under the Investment Advisers Act of 1940; and

If an investment adviser has custody of funds or securities because it advises a pooled
investment vehicle, as defined in Rule 206(4)-2(d)(2)(iii) (17 CFR 275.206(4)-2), the

investment adviser shall also keep the following records:

i) True, accurate, and current account statements;

i) Where the investment adviser complies with Rule 206(4)-2 (17 CFR 275.206(4)-2),
the records required to be made and kept shall include the date(s) of the audit, a
copy of the audited financial statements, and evidence of the mailing of the audited
financial to all limited partners, members, or other beneficial owners within 120 days

of the end of its fiscal year; and

iii) Where the investment adviser complies with N.J.A.C. 13:47A-6.3(a)56ii(2), the
records required to be made and kept shall include a copy of the written agreement
with the independent party reviewing all fees and expenses, indicating the
responsibilities of the independent third party, and copies of all invoices and receipts
showing approval by the independent party for payment through the qualified

custodian.

In addition to the requirements of Rule 204-2(e) (17 CFR 275.204-2(e)), every investment

adviser subject to (c) above shall preserve the following records in the manner prescribed:

1)

2)

Books and records required to be made under (d) above shall be maintained and
preserved in an easily accessible place for a period of not less than five years from the
end of the fiscal year during which the last entry was made on such record, the first two
years in the principal office of the investment adviser, or for the time period during which

the investment adviser was registered or required to be registered in the State, if less.

Notwithstanding other record preservation requirements of Rule 204-2(e), the following

records or copies shall be required to be maintained for the period described in Rule
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204-2(e) at the business location of the investment adviser from which the customer or

client is being provided or has been provided with investment advisory services:

i) Records required to be preserved under paragraphs (a)(3), (a)(7) through (10),
(a)(14) and (15), (a)(17) through (19), (b) and (c) inclusive of SEC Rule 204-2 of the
Investment Advisers Act of 1940 (17 CFR 275.204-2(1996)); and

ii) The records or copies required under the provision of Rule 204-2(a)(11) and (a)(16),
which records or related records identify the name of the investment adviser
representative providing investment advice from that business location, or which
identify the business location’s physical address, mailing address, electronic mailing

address, or telephone number.

g) An investment adviser subject to (c) and (d) above, before ceasing to conduct or
discontinuing business as a registered investment adviser, shall arrange for and be
responsible for the preservation of the books and records required to be maintained and
preserved under this section for the remainder of the period specified in this section, and
shall notify the Bureau in writing, within 30 days of a termination of its business or a change
to the address where the books and records will be maintained, of the exact address where

the books and records will be maintained during the period.

h) Investment advisers required to maintain and preserve records pursuant to this section, shall

comply with the storage requirements of this subsection.

1) Pursuant to this section, the records required to be maintained and preserved may be
immediately produced or reproduced, and maintained and preserved for the required
time, by an investment adviser on:

i) Paper or hard copy form, as those records are kept in their original form;

ii) Micrographic media, including microfilm, microfiche, or any similar medium; or

iii) Electronic storage media, including any digital storage medium or system that meets

the terms of this subsection.
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2) The investment adviser must:

i) Arrange and index the records in a way that permits easy location, access, and

retrieval of any particular record;

ii) Provide promptly any of the following that the Bureau (by its examiners or other

representatives) may request:

(1) A legible, true, and complete copy of the record in the medium and format in

which it is stored;

(2) A legible, true, and complete printout of the record; and

(3) Means to access, view, and print the records; and

iii. Separately store, for the time period required for preservation of the original record, a

duplicate copy of the record on any medium allowed by this subsection.

3) Inthe case of records created or maintained on electronic storage media, the investment

adviser must establish and maintain policies and procedures:

i) To maintain and preserve the records, so as to reasonably safeguard them from loss,

alteration, or destruction;

i) To limit access to the records to properly authorized personnel and the Bureau

(including its examiners and other representatives); and

iii) To reasonably ensure that any reproduction of a non-electronic original record on

electronic storage media is complete, true, and legible when retrieved.

i) To the extent that the U.S. Securities and Exchange Commission promulgates changes to
Rule 204-2 of the Investment Advisers Act of 1940, investment advisers in compliance with
such rules as amended shall not be subject to enforcement action by the Bureau for violation
of this section to the extent that the violation results solely from the investment adviser’s

compliance with the amended SEC rules.
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j) Every investment adviser doing business within this State and that has its principal place of
business in a state other than this State shall be exempt from the requirements of this
section, provided the investment adviser is licensed in such other state and is in compliance

with such other state’s recordkeeping requirements.

13:47A-2.7 WITHDRAWAL OF INVESTMENT ADVISER REGISTRATION

A registered investment adviser shall file with the IARD or the Bureau a Form ADV-W, Notice
of Withdrawal from Registration as Investment Adviser, as set forth in N.J.A.C. 13:47A-11.9,
when it desires to withdraw its registration as an investment adviser in the State of New Jersey.

Such request for withdrawal will become effective 30 days after filing with the Bureau.

13:47A-2.8 APPLICATION FOR SUCCESSOR

A registered investment adviser may file an application with the Bureau on the Uniform
Application for Investment Adviser Registration, Form ADV, as set forth in N.J.A.C. 13:47A-11.2,
for the registration of a successor. Such application shall be marked “SUCCESSOR
APPLICATION” in the upper right-hand corner by the registrant for paper filings only. There is no

filing fee for the successor application.

13:47A-2.9 “INVESTMENT ADVISORY SERVICES” DEFINED

“Investment advisory services” is defined as the giving of continuous advice to clients as to
the investment of funds on the basis of individual needs of each client, as distinguished from
continuous advice of any nature which is not based on consideration of all relevant factors; for
example, the nature and amount of other assets, investment and insurance, and the nature and
extent of the personal and family obligations of each client. For interpretive purposes, the
Bureau follows SEC Release No. IA-770 and SEC Release No. IA-1092.

13:47A-2.10 PERFORMANCE FEE COMPENSATION

a) The provisions of N.J.S.A. 49:3-53(b)(1) shall not prohibit any investment adviser registered
as an investment adviser pursuant to N.J.S.A. 49:3-56(a) from entering into, performing,
renewing or extending an investment advisory contract which provides for compensation to
the investment adviser on the basis of a share of the capital gains upon, or the capital
appreciation of, the funds or any portion of the funds of a client, provided that the conditions
of this section are met and all conditions of Rule 205-3 (17 CFR 275.205-3) under the
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b)

d)

Investment Advisers Act of 1940, 15 U.S.C. §880b-1 et seq., which are not in conflict with

the conditions set forth in this section are satisfied.

The client entering into the contract subject to this section must be a natural person or a
company as defined in Rule 205-3, who the registered investment adviser (and any person
acting on the investment adviser’s behalf) entering into the contract reasonably believes,
immediately prior to entering into the contract, is a natural person or a company as defined
in Rule 205-3. The net worth of a natural person or a company shall be as set forth and

determined pursuant to by Rule 205-3 of the Investment Advisers Act of 1940.

Nothing in this section shall prevent the renegotiation, for the purposes of changing the
method of compensation in compliance with this section, of an investment advisory contract
between a registered investment adviser and the client of such investment adviser provided

both parties agree to the new or additional terms.

Nothing in this section relieves a client’s representative from any of the obligations under
N.J.S.A. 49:3-47 et seq. including, but not limited to, the obligation to register with the
Bureau pursuant to N.J.S.A. 49:3-56(a) and the obligation to comply with N.J.S.A. 49:3-52
and 49:3-53.

For purposes of this section, a business development company, as defined by section
2(a)(48) of the Investment Company Act of 1940 (15 U.S.C. § 80a-2(a)(48)), shall not be
prohibited by N.J.S.A. 49:3-53(b)(1) or by this section from paying or receiving performance
based fee compensation, provided the business development company is allowed to pay or

receive performance based fee compensation pursuant to Federal law and SEC regulations.

13:47A-2.11 NOTICE FILING OF FEDERALLY REGISTERED INVESTMENT
ADVISERS

a)

Any person doing business in New Jersey who is registered or required to be registered as
an investment adviser under Section 203 of the Investment Advisers Act of 1940 (15 U.S.C.
§ 80b-3), as amended, or is not exempted from making a notice filing by N.J.S.A. 49:3-56(g),
shall file the following items with the Bureau, unless such person is not within the State
definition of “investment adviser” set forth in N.J.S.A. 49:3-49(g):

Chapter 47A Page 25 of 110 Last Revision Date: 8/17/2015



BUREAU OF SECURITIES LAW AND PUBLIC SAFETY

1)

2)

3)

4)

In connection with an initial notice filing with the Bureau by the applicant, the applicant
shall make a written notice filing in the form of the current Form ADV, or a successor
form, as filed with the Securities and Exchange Commission, and file with the Bureau a
check made payable to the State of New Jersey, Bureau of Securities in the amount of
$200.00;

Registration shall be effective from the date of effectiveness until the following December
31;

An investment adviser shall file, promptly, any amendments to the Form ADV, in

accordance with the timing schedule set forth in the instructions to the Form ADV; and

All filings required by this section shall be filed with the Bureau electronically through the
IARD, unless the applicant has been granted a hardship exemption by the U.S.
Securities and Exchange Commission, in which case, the filings shall be made directly to

the Bureau.

13:47A-2.12 SUPERVISION

a) Duty of reasonable supervision. Every investment adviser registered by the Bureau shall

reasonably supervise employees who give investment advice with a view toward preventing

violations of the New Jersey Uniform Securities Law, and other Federal and/or state securities

laws. Final responsibility for proper supervision shall rest with the investment adviser. In

determining whether an investment adviser registered by the Bureau has reasonably supervised,

the following factors will be taken into consideration:

1)

2)

The investment adviser has established written policies and procedures and a system for
applying the policies and procedures, with consideration for the size and number of
locations of the investment adviser, that would reasonably be expected to prevent and
detect, insofar as practicable, any violation by its investment adviser representatives or

other persons, employed by or associated with, the investment adviser;

The investment adviser has reasonably discharged the duties and obligations incumbent
on the investment adviser by reason of the established written policies and procedures
and the system for applying the policies and procedures without reasonable cause to

believe that there was not compliance with the policies and procedures and systems; and
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3)

Any additional information, as needed by the Bureau, to make a determination.

b) This supervisory system, including written supervisory policies and procedures, shall provide,

at a minimum, to the extent relevant, for the following:

1)

2)

3)

4)

5)

6)

7

8)

9)

Portfolio management processes, including allocation of investment opportunities among
clients and consistency of portfolios with clients’ investment objectives, disclosures by

the investment adviser, and applicable regulatory restrictions;
Trading practices, including policies and procedures by which the investment adviser
satisfies its best execution obligation, uses client brokerage to obtain research and other

services (soft dollar arrangements), and allocates aggregated trades among clients;

Proprietary trading of the investment adviser and personal trading activities of supervised

persons;

The accuracy of disclosures made to investors, clients, and regulators, including account

statements and advertisements;

Safeguarding of client assets from conversion or inappropriate use by advisory

personnel;

The accurate creation of required records and their maintenance in a manner that
secures them from unauthorized alteration or use and protects them from untimely
destruction;

Marketing advisory services, including the use of solicitors;

Processes to value client holdings and assess fees based on those valuations;

Safeguards for the privacy protection of client records and information; and

10) Business continuity plans, which generally provide for, but are not limited to, the

following:

i) The protection, back-up, and recovery of books and records;
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ii) Establishing alternate means of communication with customers, employees, and

regulators;

iii) Office relocation, in the event of a loss of principal place of business; and

iv) A designation of duties to responsible person(s) in the event of the death or disability

of a key individual, principal, owner, or other such personnel.

c) Annual review. Every investment adviser registered by the Bureau shall review, no less
frequently than annually, the adequacy of the policies and procedures established pursuant to

this section and the effectiveness of their implementation.

d) Chief Compliance Officer. Every investment adviser registered by the Bureau shall designate
an individual (who is a supervised person) responsible for administering the policies and
procedures that are adopted under (a) above.

13:47A-2.13 INVESTMENT ADVISER BROCHURE RULE

a) Definitions. For the purpose of this section, the following phrases shall have the following

meanings, unless the context clearly indicates otherwise:

1) “Contract for impersonal advisory services” means any contract relating solely to the

provision of investment advisory services:

i) By means of written material or oral statements that do not purport to meet the

objectives or needs of specific individuals or accounts;

ii) Through the issuance of statistical information containing no expression of opinion as

to the investment merits of a particular security; or

iii) Any combination of the services in (a)li or ii above.

2) “Entering into,” in reference to an advisory contract, does not include an extension or
renewal without material change of any such contract that is in effect immediately prior to

such extension or renewal.
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b) General requirements for the investment adviser brochure rule are as follows:

1) Unless otherwise provided in this section, an investment adviser, registered or required
to be registered pursuant to N.J.A.C. 13:47A-2.1 shall, in accordance with the provisions

of this section, furnish each advisory client and prospective advisory client with:

i) A brochure, which may be a copy of Part 2A of its Form ADV or written documents

containing the information required by Part 2A of Form ADV;

ii) A copy of its Part 2B brochure supplement for each individual:

(1) Providing investment advice and having direct contact with clients in this

State; or

(2) Exercising discretion over assets of clients in this State, even if no direct

contact is involved;

iii) A copy of its Part 2A Appendix 1 wrap fee brochure, if the investment adviser

sponsors or participates in a wrap fee account;
iv) A summary of material changes from the last annual updating amendment (including,

but not limited to, changes in advisory fees), which may be included in Form ADV Part 2

or given as a separate document; and

V) Such other information as the Bureau Chief may require.

2) The brochure must comply with the language, organizational format and filing

requirements specified in the Instructions to Form ADV Part 2.

c) Delivery of the brochure required under this section shall be as follows:

1) Initial delivery. An investment adviser, except as provided in (c)3 below, shall deliver the
Part 2A brochure and any brochure supplements required by this section to a prospective

advisory client:
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2)

3)

i) Not less than 48 hours prior to entering into any advisory contract with such client or

prospective client; or

ii) At the time of entering into any such contract, if the advisory client has a right to
terminate the contract without penalty within five business days after entering into the

contract.

Annual delivery shall be as follows:

i) An investment adviser, except as provided in (c)3 below, must:

(1) Deliver within 120 days of the end of its fiscal year a free, updated brochure
and related brochure supplements, which include or are accompanied by a

summary of material changes; or

(2) Deliver a summary of material changes, which includes an offer to provide a
copy of the updated brochure and supplements and information on how the client

may obtain a copy of the brochures and supplements.

i) Investment advisers do not have to deliver a summary of material changes or a
brochure to clients if no material changes have taken place since the last summary and
brochure delivery. The Bureau interprets “material change” to include changes in

advisory fees, thereby requiring an update to all parts of Form ADV.

Delivery of the brochure and related brochure supplements required by (c)1 and 2 above

need not be made to:

i) Clients who receive only impersonal advice and who pay less than $500.00 in fees per

year;

i) An investment company registered under the Investment Company Act of 1940; or

iii) A business development company, as defined in the Investment Company Act of 1940

and whose advisory contract meets the requirements of section 15c of that Act.
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4) Delivery of the brochure and related supplements may be made electronically if the

investment adviser:

i) In the case of an initial delivery to a potential client, obtains a verification that a

readable copy of the brochure and supplements were received by the client;

i) In the case of deliveries other than initial deliveries, obtains each client’s prior consent

to provide the brochure and supplements electronically;

iii) Prepares the electronically delivered brochure and supplements in the format

prescribed in (b) above and instructions to Form ADV Part 2;

iv) Delivers the brochure and supplements in a format that can be retained by the client

in either electronic or paper form; and

v) Establishes procedures to supervise personnel transmitting the brochure and

supplements and prevent violations of this section.

d) Other disclosures. Nothing in this section shall relieve any investment adviser from any
obligation pursuant to any provision of the Act or the rules and regulations thereunder or other
Federal or State law to disclose any information to its advisory clients or prospective advisory

clients not specifically required by this section.

13:47A-2.14 NJ BUREAU OF SECURITIES INVESTOR PROTECTION INFORMATION
FORM

a) An investment adviser, registered or required to be registered pursuant to N.J.A.C. 13:47A-
2.1, shall furnish each advisory client with the NJ Bureau of Securities Investor Protection

Information Form:

1) Atthe time of entering into any advisory contract with such client; and

2) Annually, within 120 days of the end of the investment adviser’s fiscal year.

b) The form is available online at http://www.njsecurities.gov/bosform.htm.
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SUBCHAPTER 3.
AGENTS

13:47A-3.1 AGENTS OF BROKER-DEALERS

a) Any person desiring to act in the State of New Jersey as an agent of a non-FINRA member
broker-dealer registered in New Jersey directly with the Bureau or as an agent of an issuer
shall file a complete and accurate application with the Bureau on the Uniform Application for
Securities Industry Registration or Transfer, Form U4, as set forth in N.J.A.C. 13:47A-11.3.
Such application shall be accompanied by:

1) A consent to service of process executed by the applicant. A fully executed
Individual/Applicant’s Acknowledgement and Consent section of Form U4, Uniform

Application for Securities Industry Registration or Transfer, will satisfy this requirement;

2) The applicant’s fingerprints and written consent for a criminal history record background
check to be performed pursuant to N.J.S.A. 49:3-56(p); and

3) A check or money order made payable to the State of New Jersey, Bureau of Securities,
in the amount of $60.00. Issuers of securities under N.J.S.A. 49:3-50(b) need not register
as agents or qualify as issuers. However, a pattern of N.J.S.A. 49:3-50(b)(12) offerings
by the same person or group of persons may raise a presumption that the person or
persons are acting as an unregistered broker-dealer requiring broker-dealer registration
of the issuer and its agents.

b) Any person desiring to act in the State of New Jersey as an agent of a broker-dealer
registered in New Jersey via the CRD shall file an application for registration as an agent
with the CRD on the Form U4, Uniform Application for Securities Industry Registration or
Transfer, or its successor agent application form prescribed by the CRD. The agent
application shall be accompanied by a consent to service of process executed by the
applicant; fingerprint cards as required by the CRD; and payment in the form prescribed by
the CRD of $60.00 for each year of the registration period. In accordance with N.J.S.A. 49:3-
58(a)(2)(i), an application is incomplete unless and until the applicant pays the registration
fees as provided above within the billing time limits established by the Bureau or by the
CRD.
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1) Pursuant to N.J.S.A. 49:3-57(a), the Bureau Chief may require that any applicant provide

any of the following information, upon request:

i) An agent narrative which includes the facts and circumstances surrounding any item

reported to the Bureau;

ii) Copies of the agent’s complaint file containing documentation of verbal customer
complaints, the written customer complaints, or legally prepared complaints, as it

exists from either the current or previous employers;

iii) Copies of arbitration documents, including but not limited to, the statement of claim,

answer, award, exhibits, and settlement documents;

iv) Copies of arrest reports, indictments, police reports, judgments, sentence

documents, and criminal charge documents;

v) Any and all documents pertaining to civil or regulatory actions, including but not
limited to, pleadings, complaints, orders, Acceptance Waivers and Consents (AWC),

and judgments;

vi) Copies of State registration agreements;

vii) An employer letter confirming agent’s physical location of office of employment;

viii) An employer letter granting permission for outside business;

ix) Fingerprint card processing pursuant to N.J.S.A. 49:3-56(p);

X) Written justification of qualifications for examination waiver processing;

xi) The applicant’s clearing firm trading records;

xii) A fully executed Supervisory Agreement; or
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c)

d)

xiii) Any additional documents or information, as needed.

2) Upon request, the applicant may be required to participate in an in-person interview
conducted by the Bureau in order to complete the application process. The applicant
shall supplement the application filed with the CRD by filing any additional information
requested directly with the Bureau. The 30-day time period for review of an application

will not commence until the application is complete.

At any time during the pendency of the application, the applicant may be subject to action by
the Bureau Chief pursuant to N.J.S.A. 49:3-58. Nevertheless, the Bureau may notify the
applicant of the incomplete status of the application by letter, which notification shall not
affect any action taken by the Bureau Chief before or after the letter is issued. The issuance
by the Bureau of a notification letter may allow the applicant to supplement or amend the
information previously submitted in an attempt to cure the incomplete status of the
application, or to withdraw the application, within 21 days after receipt of the notification

letter.

1) If, during the pendency of the application, it appears to the Bureau that the application
contains a misrepresentation, omits a required document or material fact, or contains any
statement which may be, at the time and in the light of the circumstances under which it
is made, false or misleading in any material respect, the Bureau Chief may deny the

application.

The Bureau may require an agent to enter into an agreement requiring heightened
supervision and other restrictive conditions as a condition of granting that agent’s application

for registration.

13:47A-3.2 CHANGE OF STATUS; AGENTS; SUBMISSION OF FORM

a)

A registered agent shall file an amendment with the CRD, by filing or updating a Form U4,
Uniform Application for Securities Industry Registration or Transfer, or its successor form,
along with the fee, if any, prescribed by the CRD, whenever there is any change to the
information previously reported on of the Form U4. The amendment(s) must be filed within
30 days of the occurrence requiring the change. Whenever an agent commences

employment with a broker-dealer or issuer, the agent must file the amendment within five
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b)

days of the commencement of employment. For agents of non-FINRA member broker-

dealers, the amendments shall be filed directly with the Bureau.

Whenever an agent terminates employment with a broker-dealer registered in New Jersey
via the CRD, the broker-dealer shall file with the CRD or Bureau, as appropriate, the Form
U5, Uniform Termination Notice for Securities Industries Registration, within 30 days of the
termination. For agents of non-FINRA member broker-dealers, the Form U5, Uniform
Termination Notice for Securities Industries Registration, shall be filed directly with the

Bureau.

13:47A-3.3 ISSUER-AGENT REGISTRATION

a)

b)

c)

Any issuer that is effecting or attempting to effect purchases or sales of securities other than
through a registered broker-dealer shall register someone as an “agent,” unless exempted or
excluded from agent registration pursuant to (b) below. Only a natural person can be

registered as an agent.

Agent registration is not required for an individual who represents an issuer in effecting
transactions exempted by N.J.S.A. 49:3-50(a)(1) (securities issued or guaranteed by the
United States, a state, or political subdivision thereof); N.J.S.A. 49:3-50(a)(2) (Canadian and
other foreign government securities); N.J.S.A. 49:3-50(a)(3) (bank securities); N.J.S.A. 49:3-
50(a)(11) (employee benefit plans); N.J.S.A. 49:3-60.1(b) (certain Federally covered
securities); all of the transactional exemptions under N.J.S.A. 49:3-50(b); effecting
transactions with existing employees, partners, or directors of the issuer, if no commission or
other remuneration is paid or given directly or indirectly for soliciting any person in this State;
or for an individual representing a broker-dealer in effecting transactions in this State limited
to those transactions described in paragraph (2) of subsection (h) of section 15 of the
“Securities Exchange Act of 1934,” 15 U.S.C. § 780(h)2; and such other persons not
otherwise within the intent of this subsection (b), as the Bureau Chief may by rule or order

designate.

For the purposes of the exclusion from the definition of “agent” in N.J.S.A. 49:3-49(b)3, the
phrase “existing employees, partners or directors of the issuer,” shall include persons
occupying those positions with subsidiaries of which the parent issuer owns at least 80

percent of the stock of the subsidiary.
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13:47A-3.4 GENERAL PARTNERS

A natural person acting on behalf of the general partner of a partnership in connection with
the offer or sale of the partnership’s securities, which general partner is a corporation,
partnership or other entity, shall be deemed to be an individual representing the issuer within the
meaning of N.J.S.A. 49:3-49(b).

SUBCHAPTER 3A.
INVESTMENT ADVISER REPRESENTATIVES

13:47A-3A.1 REGISTRATION OF INVESTMENT ADVISER REPRESENTATIVES
a) Subject to the provisions of Section 203A of the Investment Advisers Act of 1940 (15 U.S.C.

§ 80b-3a), any person, who has a place of business located in this State, who desires to act
in the State of New Jersey as an investment adviser representative of an investment adviser
registered in New Jersey with the Bureau or registered with the Securities and Exchange
Commission, and any person doing business in this State who desires to act in the State of
New Jersey as an investment adviser representative of an investment adviser registered in
New Jersey with the Bureau, shall file an application with an original signature, with the
Bureau on the Uniform Application for Securities Industry Registration or Transfer, Form U4,
as set forth in N.J.A.C. 13:47A-11.3, and a consent to service of process executed by the
applicant. A fully executed Domestic Investment Adviser Execution Page of the Form ADV,
Uniform Application for Investment Adviser Registration, will satisfy the consent to service of
process requirement. The Form U4 may be filed with the Bureau by filing the Form U4
electronically with the CRD and designating in the Form U4 that the applicant intends to
apply for registration in New Jersey. For a Form U4 filed electronically with the Bureau via
the CRD such Form U4 shall have the requisite electronic signatures as required by the

CRD. An application shall be accompanied by:

1) The applicant’s fingerprints and written consent for a criminal history record background
check to be performed pursuant to N.J.S.A. 49:3-56(p). (Applicants currently registered
as an agent of a broker-dealer through the CRD need not supply fingerprints directly to
the Bureau if they have been supplied to FINRA as part of the applicant’s agent filing
with the CRD.); and

2) A fee of $50.00 shall be assessed for each initial application. The fee may be paid to the

Bureau electronically through the CRD, or it may be paid by check or money order made
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payable to the State of New Jersey, Bureau of Securities if the application was filed
directly with the Bureau. In accordance with N.J.S.A. 49:3-58(a)(2)(i), an application is
incomplete unless and until the applicant pays the registration fee as provided above

within the billing time limits established by the Bureau or by the CRD.

b) Pursuant to N.J.S.A. 49:3-57(a), the Bureau Chief may require that any applicant provide

any of the following information, upon request:

1)

2)

3)

4)

5)

6)

7

8)

9)

An investment adviser representative narrative which includes the facts and

circumstances surrounding any item reported to the Bureau;

Copies of the investment adviser representative’s complaint file containing
documentation of verbal customer complaints, the written customer complaints, or legally

prepared complaints, as it exists from either the current or previous employers;

Copies of arbitration documents, including but not limited to, the statement of claim,

answer, award, exhibits, and settlement documents;

Copies of arrest reports, indictments, police reports, judgments, sentence documents,

and criminal charge documents;

Any and all documents pertaining to civil or regulatory actions, including but not limited
to, pleadings, complaints, orders, Acceptance Waivers and Consents (AWC), and
judgments;

Copies of State registration agreements;

An employer letter confirming investment adviser representative’s physical location of

office of employment;

An employer letter granting permission for outside business;

Fingerprint card processing pursuant to N.J.S.A. 49:3-56(p);
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c)

d)

f)

10) Written justification of qualifications for examination waiver processing;

11) An applicant’s clearing firm trading records;

12) A fully executed Supervisory Agreement; or

13) Any additional documents or information, as needed.

Upon request, the applicant may be required to participate in an in-person interview
conducted by the Bureau in order to complete the application process. The applicant shall
supplement the application filed with the CRD by filing any additional information requested
directly with the Bureau. The 30-day time period for review of an application will not

commence until the application is complete.

At any time during the pendency of the application, the applicant may be subject to action by
the Bureau Chief pursuant to N.J.S.A. 49:3-58. Nevertheless, the Bureau may notify the
applicant of the incomplete status of the application by letter, which notification shall not
affect any action taken by the Bureau Chief before or after the letter is issued. The issuance
by the Bureau of a notification letter may allow the applicant to supplement or amend the
information previously submitted in an attempt to cure the incomplete status of the
application, or to withdraw the application, within 21 days after receipt of the notification

letter.

1) If, during the pendency of the application, it appears to the Bureau that the application
contains a misrepresentation, omits a required document or material fact, or contains any
statement which may be, at the time and in the light of the circumstances under which it
is made, false or misleading in any material respect, the Bureau Chief may deny the

application.

The Bureau may require an investment adviser representative to enter into an agreement
requiring heightened supervision and other restrictive conditions as a condition of granting

that investment adviser representative’s application for registration.

Registration shall be effective from the date of effectiveness until the following December 31.
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13:47A-3A.2 CHANGE OF STATUS; SUBMISSION OF FORM

a) A registered investment adviser representative shall file with the Bureau an amendment to
Form U4 within 30 days, whenever there is any change to the information previously

reported on the Form U4.

b) Whenever a registered investment adviser representative terminates employment with an
investment adviser registered in New Jersey, or with the U.S. Securities and Exchange
Commission if the investment adviser has a place of business in this State, the investment
adviser shall file with the Bureau Form U5, Uniform Termination Notice for Securities

Industries Registration, within 30 days of the termination.

c) A Form U4 or Form U5, or amendments thereto, may be filed with the Bureau by

electronically filing them with the CRD, as applicable.

SUBCHAPTER 4.
EXAMINATIONS

13:47A-4.1 EXAMINATIONS FOR BROKER-DEALERS AND INVESTMENT ADVISERS

No officer, director, partner or individual affiliated with a broker-dealer or investment adviser
applying for registration in this State who will participate in management either as investment
adviser or in the offering or selling of securities either within or from this State, shall be so
registered unless he or she has taken and successfully passed a securities examination
approved by the Bureau Chief and offered by an independent self-regulatory organization of the
securities industry registered with the Securities and Exchange Commission, or taken and
successfully passed a securities examination given by a state whose examination is recognized

by the Bureau of Securities of the State of New Jersey.

13:47A-4.2 EXAMINATIONS FOR AGENTS

a) No person shall be registered as an agent unless he or she has either successfully passed a
securities examination or securities examinations approved by the Bureau Chief pursuant to
N.J.S.A. 49:3-57(f)(1), the General Securities Representative Examination (Series 7) and the
Uniform Securities Agent State Law Examination (Series 63), or their successor exams, or has
been granted a waiver by the Bureau Chief. Individuals acting in the capacity of an agent are

required to take and pass the examinations required by FINRA for the type of activity the
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individual intends to perform prior to performing the corresponding activities. Individuals acting in
a supervisory capacity are required to take and pass the appropriate supervisory examinations

required by FINRA prior to performing the corresponding activities.

b) Any person whose registration has been terminated for a period of two or more years
preceding the date of receipt by the Bureau of a new application for registration shall be required
to pass the examinations set forth in (a) above unless granted a waiver by the Bureau Chief
pursuant to N.J.A.C. 13:47A-4.4(a).

13:47A-4.3 EXAMINATION REQUIREMENTS FOR INVESTMENT ADVISER
REPRESENTATIVES

a) An individual applying to be registered as an investment adviser or investment adviser
representative shall provide the Bureau Chief with proof of having obtained a passing score
on one of the following examinations, and which has not expired after two years of non-

affiliation in a registered capacity, or of holding one of the following certifications:

1) The Uniform Investment Adviser Law Examination (Series 65 examination);

2) The General Securities Representative Examination (Series 7 examination) and the

Uniform Combined State Law Examination (Series 66 examination);

3) The Certified Financial Planner (CFP) certification awarded by the Certified Financial

Planner Board of Standards, Inc.;

4) The Chartered Financial Consultant (ChFC) certification awarded by the American

College of Financial Services, Bryn Mawr, Pennsylvania;

5) The Personal Financial Specialist (PFS) certification awarded by American Institute of

Certified Public Accountants;

6) The Chartered Financial Analyst (CFA) certification awarded by the Institute of Chartered

Financial Analysts; or

7) The Chartered Investment Counselor (CIC) certification awarded by the Investment

Adviser Association.
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b)

d)

Any person whose registration has been terminated for a period of two or more years
preceding the date of receipt by the Bureau of a new application for registration shall hold
one of the certifications set forth in (a) above or pass the required examinations, unless
granted a waiver by the Bureau Chief pursuant to N.J.A.C. 13:47A-4.4(c).

Persons applying for registration as an agent who wish to act as an investment adviser
representative, shall pass the Series 7 and the revised Series 66 examinations effective
January 1, 2000, or their successor examinations, and persons applying for registration as
investment adviser representatives, without otherwise registering as an agent, shall pass the
revised Series 65 examination effective January 1, 2000, or its successor examinations.
Registered agents who have passed the revised 2000 Series 66 examination can give
investment advice as part of their agent activities without registering separately as

investment adviser representatives.

For grandfathering purposes, the Bureau may consider other examinations as equivalent to

the examinations required by this section.

Any registrant, who relied upon one of the certifications described in (a) above in lieu of a
qualifying examination, shall notify the Bureau of any termination of the certification within 10
days of such termination. To maintain the registration with the Bureau, the registrant must
pass a qualifying examination, obtain a current qualifying certification, or be granted a waiver
by the Bureau Chief within six months of the date the certification terminates. Should the
registrant fail to requalify within this six-month period, the registrant must withdraw the
registration or the Bureau may take action to revoke the registration. If, at the time the
certification terminates, the registrant holds another qualifying certification or passed a

qualifying examination, the registrant has 30 days to notify the Bureau of such termination.

13:47A-4.4 REQUESTS FOR WAIVER OF AGENT OR INVESTMENT ADVISER
REPRESENTATIVE EXAMINATIONS

a)

Except for requests made pursuant to (b) below, requests for waiver of agent examination
requirements will be granted only on the basis of knowledge, training, and experience in the
securities field. Any person, other than the agent of an issuer registered pursuant to N.J.A.C.
13.47A-3.3, requesting a waiver must have been continuously and lawfully active in the

securities field for a period of at least two full years prior to filing the request and have such
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knowledge, training, and experience as the Bureau Chief deems appropriate for the

individual seeking the waiver.

b) In connection with an exempt transaction under N.J.S.A. 49:3-50, a person may apply for
waiver of the agent examination requirement where the applicant is a principal or agent of
the issuer and has specific knowledge of the issuer. The waiver application shall include a
certification that neither the applicant nor any executive officer of the issuer would disqualify
the issuer from selling stock pursuant to Regulation A as provided for in Rule 262
promulgated by the U.S. Securities and Exchange Commission and if the agent is an
underwriter within the meaning of that Rule, he or she would not be disqualified from selling

securities pursuant to Regulation A.

c) Requests for waiver of investment adviser representative examination requirements will be
granted only on the basis of knowledge, training, and experience related to investment
advisory work. Any investment adviser representative requesting a waiver must have been
continuously and lawfully active in the investment advisory field for a period of at least two
full years prior to filing the request and have such knowledge, training, and experience as

the Bureau Chief deems appropriate for the individual seeking the waiver.

1) An applicant who is an agent for a broker-dealer and provides advisory services, but is
not required by the agent’'s home jurisdiction to make a separate filing on CRD as an
investment adviser representative, but who has previously met the examination
requirement in N.J.A.C. 13:47A-4.3(a), which expired after two years of non-affiliation in
a registered capacity, may request in accordance with (c) above, a waiver of retaking the
Uniform Investment Adviser State Law Examination (Series 65). Based upon a review of
the registration application and waiver request, the Bureau may request a certification by
the applicant and/or his or her employer(s) that the applicant has provided investment

advisory services for the previous two years.

d) Requests for waiver of the agent or investment adviser representative examination must be
submitted in writing directly to the Bureau Chief and requested as part of the filing of an

application for registration with the CRD or the Bureau, as appropriate.
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SUBCHAPTER 5.
RENEWAL

13:47A-5.1 EXPIRATION DATE

Registration of a broker-dealer, investment adviser, investment adviser representative or

agent shall expire on December 31 of each calendar year, unless revoked or renewed.

13:47A-5.2 APPLICATION FOR RENEWAL

a) A broker-dealer registered in New Jersey via the CRD may apply to renew its registration by
filing the renewal forms prescribed by the CRD accompanied by payment of a $300.00

renewal fee.

b) A broker-dealer registered in New Jersey via direct registration with the Bureau may apply to
renew its registration by filing Form BDR issued to the registrant by the Bureau accompanied
by a check or money order for $300.00 made payable to the State of New Jersey, Bureau of

Securities.

c) A registered investment adviser registered or notice filed in New Jersey via the IARD may
apply to renew its registration by filing the renewal forms prescribed by the IARD by

December 31 of each year, accompanied by payment of a $200.00 renewal fee.

d) A registered investment adviser registered in New Jersey via direct registration with the
Bureau may apply to renew its registration by filing a current copy of the Form ADV, together
with a check or money order for $200.00 made payable to the State of New Jersey, Bureau

of Securities.

e) An agent registered in New Jersey via the CRD may apply to renew his or her registration by

filing the renewal prescribed by the CRD accompanied by a $60.00 renewal fee.

f) A broker-dealer registered in New Jersey via direct registration with the Bureau may apply to
renew its agents who are registered in New Jersey via direct registration with the Bureau by
filing with the Bureau a list containing the name and social security number of each such
agent together with a check or money order payable to the State of New Jersey, Bureau of

Securities, in the amount of $60.00 per agent per year.
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9)

h)

An issuer agent registered in New Jersey may apply to renew his or her registration with the
Bureau by filing a completed Form ISR issued to the registrant by the Bureau accompanied
by a check or money order in the amount of $60.00, made payable to the State of New

Jersey, Bureau of Securities.

An investment adviser representative registered electronically in New Jersey via the CRD
may apply to renew his or her registration by December 31 of each year by filing the renewal

form prescribed by the CRD accompanied by a $50.00 renewal fee.

The Bureau may deny, suspend or revoke the renewal application or the registration and due
process rights will be afforded to the applicant in accordance with N.J.S.A. 49:3-58 or the

Bureau may renew the application.

13:47A-5.3 FILING FOR RENEWAL

a)

b)

c)

Applications for renewal will be issued by the Bureau for direct filing investment advisers,
investment adviser representatives, issuer-agents and for non-FINRA member broker-
dealers and their agents registered directly with the Bureau and shall be filed with the

Bureau by the last business day of the current year.

Failure to pay any of the fees required in N.J.A.C. 13:47A-5.2 by December 31 of each year
for direct filing investment advisers, investment adviser representative, issuer-agents, and
for non-FINRA member broker-dealers and their agents registered directly with the Bureau or
within the billing time limits established by FINRA for those filing in New Jersey via the
CRD/IARD shall result in the registration of the broker-dealer, investment adviser, agent,
issuer-agent, and/or investment adviser representative being terminated as of its date of

expiration.

The registration of any person who fails to apply in a timely manner for the renewal of its
registration shall be terminated by the Bureau effective December 31. Thereafter, to act in
any capacity under the Act that requires registration, such person must make, file and have

approved an initial application for registration as set forth in these rules.
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SUBCHAPTER 6.
DISHONEST OR UNETHICAL BUSINESS PRACTICES

13:47A-6.1 AUTHORITY, PURPOSE AND SCOPE

a)

b)

d)

e)

f)

The rules in this subchapter are being adopted pursuant to the authority granted by N.J.S.A.
49:3-47 et seq. and specifically N.J.S.A. 49:3-53(a)(3) and 49:3-58(a)(2)(vii).

Nothing in this subchapter shall be construed to define any fraudulent activity as a dishonest
and unethical practice to the exclusion of fraud. Specific fraudulent activity may still be
charged as fraud under N.J.S.A. 49:3-52, 49:3-52.1 or 49:3-53.

The rules in this subchapter identify certain acts and practices that the Bureau deems
dishonest or unethical conduct under N.J.S.A. 49:3-47 et seq., specifically under N.J.S.A.
49:3-53(a)(3) and 49:3-58(a)(2)(vii). The list contained in this subchapter shall not be
considered to include all acts and practices that are dishonest and unethical conduct, but
rather is intended to act as a guide as to the types of conduct that may form a basis for the

initiation of administrative proceedings by the Bureau.

The rules in this subchapter are patterned after well-established standards in the industry
which have been adopted by the SEC, FINRA, NASAA, the national securities exchanges
and various courts, and represent one of the purposes of the securities laws: to create viable
securities markets in which those persons involved are held to a high standard of fairness

with respect to their dealings with the public.

The rules in this subchapter apply to Federal covered advisers to the extent that the conduct
alleged is fraudulent or deceptive, or to the extent permitted by the National Securities
Markets Improvement Act of 1996 (Pub. L. No. 104-290).

The Federal statutory and regulatory provisions referenced in N.J.A.C. 13:47A-6.3(a) shall
apply to investment advisers and Federal covered advisers, regardless of whether the

Federal provision limits its application to advisers subject to Federal registration.
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13:47A-6.2 DEFINITIONS

a) For purposes of this subchapter, the following words and terms shall have the following

meanings, unless the context clearly indicates otherwise:

“Adviser” includes investment adviser as defined in N.J.S.A. 49:3-49(g) and investment
adviser representative as defined in N.J.S.A.49:3-49(s).

“Market maker” means a broker-dealer who, with respect to a particular security:

1) Regularly publishes bona fide, competitive bid and ask quotations in a recognized
inter-dealer quotation system; or regularly furnishes bona fide competitive bid and offer

quotations to other broker-dealers upon request; and

2) Is ready, willing and able to effect transactions in reasonable quantities at his quoted

price with other broker-dealers on a regular basis.

“NASAA” means the North American Securities Administrators Association, Inc.

“NASDAQ” means the National Association of Securities Dealers Automated Quotation

System.

“OTC” means over-the-counter.

“Person” means person as defined in N.J.S.A. 49:3-49(i).

“SEC” means the United States Securities and Exchange Commission.

13:47A-6.3 EXAMPLES OF DISHONEST OR UNETHICAL PRACTICES FOR
BROKER-DEALERS, AGENTS, ISSUER-AGENTS, AND ADVISERS

a) “Dishonest or unethical practices” as used in N.J.S.A. 49:3-47 et seq., specifically in N.J.S.A.
49:3-53(a)(3) and 49:3-58(a)(2)(vii), shall include the following:
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1)

2)

3)

4)

5)

6)

7

8)

9)

Engaging in a pattern of unreasonable and unjustifiable delays in the delivery of
securities purchased by any of its customers or in the payment, upon request, of free

credit balances reflecting completed transactions of any of its customers, or both;

Inducing trading in a customer’s account that is excessive in size or frequency in view of

the financial resources and character of the account;

Recommending to a customer an investment strategy, or the purchase, sale, or
exchange of any security or securities without reasonable grounds to believe that such
strategy, transaction, or recommendation is suitable for the customer based upon
reasonable inquiry concerning the customer’s investment objectives, financial situation,

and needs, and any other relevant information known by the broker-dealer;

Placing an order or executing a transaction on behalf of a customer without prior

authorization to do so;

Exercising any discretionary power in effecting a transaction for a customer’s account
without first obtaining written discretionary authority from the customer, unless the

discretionary power relates solely to the time or price for the execution of orders, or both;

Executing any transaction in a margin account without securing consent to trade on

margin from the customer before the initial transaction in the account;

Failing to segregate a customer’s free securities or securities held in safekeeping;

Hypothecating a customer’s securities without having a first lien thereon unless the
broker-dealer secures from the customer a properly executed written consent promptly

after the initial transaction, except as permitted by the rules and regulations of the SEC;

Entering into a transaction with or for a customer at a price not reasonably related to the

current market price of the security or receiving an unreasonable commission or profit;

10) Failing to furnish to a customer purchasing securities in an offering, no later than the

date of confirmation of the transaction, either a final prospectus or a preliminary
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11)

12)

13)

14)

15)

prospectus and an additional document, which together include all information set forth in

the final prospectus;

Charging fees for services without prior notification to a customer as to the nature and

amount of the fees;

Charging unreasonable and inequitable fees for services performed, including
miscellaneous services such as collection of monies due for principal, dividends or
interest, exchange or transfer of securities, appraisals, safekeeping, or custody of

securities and other services related to its securities business;

Offering to buy from or sell to any person any security at a stated price unless the
broker-dealer is prepared to purchase or sell, as the case may be, at the price and under

the conditions as are stated at the time of the offer to buy or sell;

Representing that a security is being offered to a customer “at the market” or a price
relevant to the market price unless the broker-dealer knows or has reasonable grounds
to believe that a market for the security exists other than that made, created or controlled
by the broker-dealer; by any person for whom the broker-dealer is acting or with whom
the broker-dealer is associated in the distribution; or by any person controlled by,

controlling or under common control with the broker-dealer;

Effecting any transaction in, or inducing the purchase or sale of, any security by means
of any manipulative, deceptive or fraudulent device, practice, plan, program, design or

contrivance, which may include, but not be limited to:

i) Effecting any transaction in a security that involves no change in the beneficial

ownership thereof;

ii) Entering an order or orders for the purchase or sale of a security with the knowledge
that an order or orders of substantially the same size, at substantially the same time
and substantially the same price, for the sale of the security, has been or will be
entered by or for the same or different parties for the purpose of creating a false or
misleading appearance of active trading in the security or a false or misleading

appearance with respect to the market for the security; provided, however, nothing in
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this subparagraph shall prohibit a broker-dealer from entering bona fide agency cross

transactions for its customers; or

iii) Effecting, alone or with one or more other persons, a series of transactions in any
security creating actual or apparent active trading in a security or raising or
depressing the price of a security for the purpose of inducing the purchase or sale of

the security by others;

16) Guaranteeing a customer against loss in any securities account of the customer carried
by the broker-dealer or in any securities transaction effected by the broker-dealer with or

for the customer;

17) Publishing or circulating, or causing to be published or circulated, any notice, circular,
advertisement, newspaper article, investment service, or communication of any kind
which:

i) Purports to report any transaction as a purchase or sale of any security unless the
broker-dealer believes that the transaction was a bona fide purchase or sale of the

security; or

i) Purports to quote the bid price or asked price for any security, unless the broker-
dealer believes that the quotation represents a bona fide bid for, or offer of, the

security;

18) Using any advertising or sales presentation by any person in such a fashion as to be
deceptive or misleading. An example of the prohibited practice would be distribution of
any nonfactual data, material or presentation based on conjecture, unfounded or
unrealistic claims or assertions in any brochure, flyer, press release, or display by words,
pictures, graphs or otherwise designed to supplement, detract from, supersede or defeat

the purpose or effect of any prospectus or disclosure;

19) Failing to disclose to a customer that the broker-dealer is controlled by, controlling,
affiliated with or under common control with the issuer of any security before entering

into any contract with or for a customer for the purchase or sale of the security, or failing
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to supplement a disclosure not made in writing by giving or sending written disclosure at

or before completion of the transaction;

20) Failing to make a bona fide public offering of all of the securities allotted to a broker-
dealer for distribution, whether acquired as an underwriter or a selling group member, or
from a member participating in the distribution as an underwriter or selling group

member;

21) Failing or refusing to furnish a customer, upon reasonable request, information to which

the customer is entitled, or to respond to a formal written request or complaint;

22) Permitting a person to open an account for another person or transact business in the
account unless there is on file written authorization for the action from the person in

whose name the account is carried;

23) Permitting a person to open or transact business in a fictitious account;

24) Permitting an agent to open or transact business in an account other than the agent’s
own account, unless the agent discloses in writing to the broker-dealer or issuer with

which the agent associates the reason therefore;

25) In connection with the solicitation of a sale or purchase of an OTC, non-NASDAQ
security, failing to promptly provide the most current prospectus or the most recently filed
periodic report filed under Section 13 of the Securities Exchange Act of 1934 (15 U.S.C.

§878m), when requested to do so by a customer;

26) Marking any order tickets or confirmations as “unsolicited” when in fact the transaction is

solicited:;

27) For any month in which activity has occurred in a customer’s account, but in no event
less than every three months, failing to provide each customer with a statement of
account which, with respect to all OTC non-NASDAQ equity securities in the account,
contains a value for each security based on the closing market bid on a date certain;

provided that this provision shall apply only if the firm has been a market maker in the
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security at any time during the month in which the monthly or quarterly statement is

issued;

28) Failing to comply with any applicable provision of the Standards of Honor and Principles
of Trade of FINRA or any applicable fair practice or ethical standard promulgated by the
SEC or by a self-regulatory organization, which relate to honesty and fair dealings and

just and equitable principles of trade;

29) Failing to comply with a suspension or bar order of the SEC, FINRA, any other self-

regulatory organization, or any other securities regulator;

30) Failing to cooperate in accordance with N.J.A.C. 13:47A-14.16;

31) Making any misrepresentation or omission of a material fact or otherwise employing any
form of concealment or deception in connection with the offer, sale, purchase or
negotiation of any securities, commodity futures, banking or insurance contract,

instrument or transaction;

32) Engaging in any material misrepresentation or omission or engaging in deceitful,
deceptive or fraudulent conduct involving any aspect of the securities, banking,
insurance, investment advisory or commodities futures industries or engaging in any
conduct described above which, at the time, is prohibited by the statutes or rules

governing the above industries in the jurisdiction where the conduct occurred;

33) Altering any document relevant to or on the books and records of any broker-dealer,
investment adviser, bank, insurance or commodities futures business with any entry or

deletion which is materially false or misleading;

34) In connection with any securities, banking, insurance, investment advisory, or commodity
futures contract, instrument or transaction, signing any client’'s name without the prior
knowledge and written consent of both the client and the applicant’s or registrant’s

employing firm;

35) In the case of agents of broker-dealers, effecting securities transactions not recorded on

the regular books or records of the broker-dealer which the agent represents, unless the
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transactions are authorized in writing by the broker-dealer prior to execution of the

transaction;

36) Establishing or maintaining an account containing fictitious information in order to

execute transactions which would otherwise be prohibited;

37) Engaging in acts or practices that constitute deceptive market-timing in the trading of

mutual funds, including, but not limited to:

i) Breaking a trade into smaller trades to avoid detection; or

i) Using multiple accounts, nominees, agent numbers or multiple agents or

representatives to avoid detection;

38) Sharing directly or indirectly in profits or losses in the account of any customer without
the prior written authorization of the customer and the broker-dealer which the agent

represents;

39) Dividing or otherwise splitting commissions or otherwise paying production-based
compensation from the purchase or sale of securities to any person not registered with
the Bureau, except where the broker-dealer has established a retirement plan which has

received prior Bureau approval;

40) For agents who are dually registered, failing to disclose the dual license to a client;

41) Altering client account records to falsely change the client’s investment objectives to

conform to unsuitable or unauthorized trades made by the agent in the client’s account;

42) Placing an order to purchase or sell a security for the account of a client upon instruction
of a third party without first having obtained a written third-party trading authorization

from the client;

43) Borrowing money or securities from a client unless the client is a broker-dealer, an
affiliate of an investment adviser, or a financial institution engaged in the business of

loaning funds;
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44) Loaning money to a client except in the case of a broker-dealer, or where the lending
party is a financial institution engaged in the business of loaning funds, or where the
client is an affiliate;

45) Knowingly being designated, directly or indirectly, as a beneficiary of a client’s account,
estate, trust, insurance, or other property interest and, in the case of an agent or
investment adviser representative, without the prior written authorization of the client
and:

i) Any broker-dealer that the agent maintains registration with and with which the client

has an account; and/or

i) Any investment adviser that the investment adviser representative maintains

registration with and with which the client has an account;

46) Misrepresenting to any advisory client, or prospective advisory client, the qualifications of
the investment adviser or any employee of the investment adviser, or misrepresenting
the nature of the advisory services being offered or fees to be charged for such service,
or omitting to state a material fact necessary to make the statements made regarding
qualifications, services or fees, in light of the circumstances under which they are made,

not misleading;

47) Using a certification or professional designation to indicate or imply that the user has
special training in advising or servicing senior citizens or retirees (hereinafter, a “senior-
specific certification” or “professional designation”), in such a way as to mislead any
person, in connection with the offer, sale, or purchase of a security, or the provision of
advice as to the value of or the advisability of investing in, purchasing, or selling a
security, either directly or indirectly or through a publication or a writing, or by issuing or

promulgating an analysis or report relating to a security.

i) Misusing a senior-specific certification or professional designation pursuant to this

paragraph includes, but is not limited to, using:
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(1) A certification or professional designation by a person who has not actually
earned or who is otherwise ineligible to use that certification or professional
designation;
(2) A nonexistent or self-conferred certification or professional designation;
(3) A certification or professional designation that indicates or implies a level of
occupational qualifications obtained through education, training, or experience

that the person using the certification or professional designation does not have,;
and

(4) A certification or professional designation that was obtained from a certifying or
designating organization that:

(A) Is primarily engaged in the business of instruction in sales or marketing;

(B) Does not have reasonable standards or procedures for assuring the

competency of its certificants or designees;

(C) Does not have reasonable standards or procedures for monitoring and

disciplining its certificants or designees for improper or unethical conduct; or

(D) Does not have reasonable continuing education requirements for its

certificants or designees in order to maintain the certificate or designation.

ii) There is a rebuttable presumption that a certifying or designating organization is not
included as an organization to which (a)47i(4) above is applicable, if the organization
has been accredited by:

(1) The American National Standards Institute;

(2) The National Commission for Certifying Agencies; or

(3) An organization that is on the United States Department of Education’s list

entitled “Accrediting Agencies Recognized for Title IV Purposes” and the
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certification or professional designation issued by the organization does not

primarily apply to sales or marketing.

iii) In determining whether a combination of words, or an acronym standing for a
combination of words, constitutes a senior-specific certification or professional

designation, the Bureau Chief will consider the following factors:

(1) The use of one or more words, such as “senior,” “retirement,” “elder,” or like
words, combined with one or more words, such as “certified,” “registered,”
“chartered,” “adviser,” “specialist,” “consultant,” “planner,” or like words, in the

name of the certification or professional designation; and

(2) The manner in which those words are combined.

iv) For purposes of this paragraph:

(1) A senior-specific certification or professional designation shall not include a job
title within an organization that is licensed or registered by a state or Federal
financial services regulatory agency (which shall include, but not be limited to, an
agency that regulates brokers, dealers, investment advisers, or investment
companies as defined pursuant to the Federal “Investment Advisers Act of 1940”
(15 U.S.C. 88 80b-1 et seq.) or the Federal “Investment Company Act of 1940”
(15 U.S.C. 88 80a-1 et seq.)), if that job title:

(A) Indicates seniority or standing within the organization; or

(B) Specifies an individual’s area of specialization within the organization.

v) Nothing in this section shall limit the Bureau Chief's enforcement authority under the

law;

48) Providing a report or recommendation to any advisory client prepared by someone other
than the adviser without disclosing that fact. This provision does not apply to a situation

where the adviser uses published research reports or statistical analyses to render
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advice or where an adviser orders such a report in the normal course of providing

service;

49) Charging a client an unreasonable advisory fee;

50) Failing to disclose to clients in writing before any advice is rendered any material conflict
of interest relating to the adviser or any of its employees which could reasonably be

expected to impair the rendering of unbiased and objective advice including:

i) Compensation arrangements connected with advisory services to clients which are in

addition to compensation from such clients for such services; and

ii) Charging a client an advisory fee for rendering advice when a commission for
executing securities transactions pursuant to such advice will be received by the

adviser or its employees;

51) Guaranteeing a client that a specific result will be achieved (gain or no loss) with advice

which will be rendered;

52) Publishing, circulating or distributing any advertisement which does not comply with Rule
206(4)-1 (17 CFR 275.206(4)-1) under the Investment Advisers Act of 1940, 15 U.S.C.
8880b-1 et seq.;

53) Disclosing the identity, affairs, or investments of any client or former client unless

required by law to do so, or unless consented to by the client;

54) Failing to establish, maintain, and enforce written policies and procedures reasonably
designed to prevent the misuse of material nonpublic information in violation of Section
204A of the Investment Advisers Act of 1940 (15 U.S.C. 880b-4a);

55) Failing to adopt, maintain, and enforce written supervisory policies and procedures under
the requirements of N.J.A.C. 13:47A-2.12;
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56) Taking any action, directly or indirectly, with respect to those securities or funds in which
any client has any beneficial interest, where the investment adviser has custody or

possession of such securities or funds as defined in N.J.A.C. 13:47A-7.2:

i)  When the adviser’s action is subject to and does not comply with the requirements of
Rule 206(4)-2 (17 CFR 275.206(4)-2) under the Investment Advisers Act of 1940, 15
U.S.C. 88 80b-1 et seq.; or

i) When the adviser’s action fails to meet the requirements in this paragraph, in addition
to those set forth in Rule 206(4)-2 (17 CFR 275.206(4)-2).

(1) Definitions. As used in this paragraph, the following words and terms shall have

the following meanings, unless the context clearly indicates otherwise:

(A) As referenced in Rule 206(4)-2 (17 CFR 275.206(4)-2), “public accountant”
shall mean certified public accountant.

(B) “Independent party” means a person that:

l. Is engaged by the investment adviser to act as a gatekeeper for the
payment of fees, expenses, and capital withdrawals from the pooled

investment;

. Does not control, and is not controlled by, and is not under common

control with the investment adviser;

. Does not have, and has not had within the past two years, a material

business relationship with the investment adviser; and

V. Shall not negotiate or agree to have material business relations or
commonly controlled relations with an investment adviser for a period
of two years after serving as the person engaged in an independent

party agreement.
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(2) Special rule for limited partnerships and limited liability companies. With respect
to Rule 206(4)-2(a)(5), the investment adviser must:

(A) Enter into a written agreement with an independent party who is obliged to act
in the best interest of the limited partners, members, or other beneficial
owners to review all fees, expenses, and capital withdrawals from the pooled

accounts; and

(B) Send all invoices or receipts to the independent party, detailing the amount of
the fee, expenses, or capital withdrawal and the method of calculation, such

that the independent party can:

l. Determine that the payment is in accordance with the pooled
investment vehicle standards (generally the partnership agreement or

membership agreement); and

. Forward, to the qualified custodian, approval for payment of the

invoice with a copy to the investment adviser.

(3) Fee deduction. With respect to Rule 206(4)-2(b)(3) (17 CFR 275.206(4)-2(b)(3)),
an investment adviser is not required to obtain an independent verification of
client funds and securities maintained by a qualified custodian if all of the

following additional requirements are met:

(A) The investment adviser has written authorization from the client to deduct

advisory fees from the account held with the qualified custodian;

(B) Each time a fee is directly deducted from a client account, the investment

adviser concurrently:

l. Sends the independent party designated pursuant to Rule 206(4)-
2(a)(7) an invoice or statement of the amount of the fee to be

deducted from the client's account; and
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. Sends the client an invoice or statement itemizing the fee. Itemization
includes the formula used to calculate the fee, the amount of assets
under management the fee is based on, and the time period covered
by the fee; and

(C) The investment adviser notifies the Bureau in writing that the investment
adviser intends to use the safeguards of this sub-subparagraph. Such

notification is required to be given on Form ADV.

(4) Limited partnerships subject to annual audit. With respect to Rule 206(4)-2(b)(4)
(17 CFR 275.206(4)-2(b)(4)):

(A) The adviser must also send to all limited partners (or members or other

beneficial owners) at least quarterly, a statement showing:

l. The total amount of all additions to and withdrawals from the fund
as a whole, as well as the opening and closing value of the fund at

the end of the quarter based on the custodian’s records;

. A listing of all long and short positions on the closing date of the
statement, in accordance with FASB Rule ASC 946-210-50; and

I, The total amount of additions to and withdrawals from the fund by
the investor, as well as the total value of the investor’s interest in

the fund at the end of the quarter.

(B) The listing in (2)56ii(4)(A)ll above follows FASB rule ASC 946-210-50-6,
whereby long and short positions representing more than five percent of the
net assets of the fund must be reported as outlined in this subsection of the
FASB rule. All provisions of subsection FASB rule ASC 946-210-50-6 apply to
the position disclosure required on the quarterly customer statement. This is
the same reporting format required by rule 13F under the Securities Exchange

Act of 1934 for investment managers’ annual reports.
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57)

58)

59)

60)

(C) The investment adviser must also notify the Bureau in writing that the
investment adviser intends to employ the use of the statement delivery and
audit safeguards described in this sub-subparagraph. Such notification is

required to be given on Form ADV;

Entering into, extending, or renewing any investment advisory contract, unless such
contract is in writing and discloses, in substance, the services to be provided, the term of
the contract, the advisory fee, the formula for computing the fee, the amount of prepaid
fee to be returned in the event of contract termination or non-performance, whether the
contract grants discretionary power to the adviser and that no assignment of such
contract shall be made by the investment adviser without the consent of the other party

to the contract;

Entering into, extending, or renewing any advisory contract which would violate Section
205 of the Investment Advisers Act of 1940. This provision shall apply to all advisers
registered or required to be registered under this Act, notwithstanding whether such
adviser would be exempt from Federal registration pursuant to Section 203(b) of the
Investment Advisers Act of 1940 (15 U.S.C. 880b-3(b));

To indicate, in an advisory contract any condition, stipulation, or provisions binding any
person to waive compliance with any provision of N.J.S.A. 49:3-47 et seq., or of the
Investment Advisers Act of 1940, 15 U.S.C. §880b-1 et seq., or any other practice that
would violate Section 215 of the Investment Advisers Act of 1940 (15 U.S.C. §215);

Retaining investment consulting services for compensation that is provided either directly
to the consultant or indirectly through a matching or expert network service, shall be as

follows:

i) Unless the adviser obtains a written certification that:

(1) Describes all confidentiality restrictions relevant to the potential consultation that

the consultant has, or reasonably expects to have;

(2) Affirmatively states that the consultant will not provide any confidential

information to the adviser; and
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(3) Is signed and dated by the consultant, and is accurate as of the date of the initial,

and any subsequent, consultation(s).

ii) Notwithstanding (a)60i above, an adviser who comes into possession of material
confidential information through a consultation is precluded from trading any relevant

security until such time as the confidential information is made public.

iii) Definitions. For purposes of this paragraph, the following terms shall have the

following meanings, unless the context clearly indicates otherwise:

(1) “Confidential information” means any non-public information that one is bound by

a confidentiality agreement or fiduciary (or similar) duty not to disclose.

(2) “Matching or expert network service” means a firm that, for compensation,

matches consultants with advisers.

(3) “Investment consulting services” means a consultation for the purposes of
assisting the adviser’s decision as to whether to buy, sell, or abstain from buying

or selling, positions in client accounts;

61) Engaging in any act, practice, or course of business which is fraudulent, deceptive, or
manipulative in contravention of Section 206(4) of the Investment Advisers Act of 1940
(15 U.S.C. 8206(4)) notwithstanding the fact that such investment adviser is not
registered or required to be registered under Section 203 of the Investment Advisers Act
of 1940 (15 U.S.C. §203); or

62) Engaging in conduct or any act, indirectly or through or by any other person, that would
be unlawful for such person to do directly under the provisions of N.J.S.A. 49:3-47 et

seq., or any rule promulgated thereunder.
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SUBCHAPTER 7.
MISCELLANEOUS

13:47A-7.1 CONSENT TO SERVICE OF PROCESS

a) The irrevocable consent appointing the Bureau Chief or his or her successor in office as

attorney to receive service of any lawful process in any noncriminal suit, action or

proceeding against him or her shall be filed concurrently with the application directly with the

Bureau Chief, except as provided below:

ii)

v)

vi)

For agent applications for registration in New Jersey, a fully executed Form U2
Uniform Consent to Service of Process or a fully executed Individual/Applicant’s
Acknowledgement and Consent section of Form U4, Uniform Application for

Securities Industry Registration or Transfer, for direct registration or via the CRD;

For broker-dealer applications for registration in New Jersey filed directly with the
Bureau or via the CRD a fully executed Execution Page of the Form BD, Uniform
Application for Broker-Dealer Applications, or a successor form as prescribed by the
CRD may be filed with the CRD to fulfill the requirement of (a) above for the broker-

dealer;

For investment adviser applications for registration in New Jersey, a fully executed
Domestic Investment Adviser Execution Page of the Form ADV, Uniform Application
for Investment Adviser Registration, or a successor form as prescribed by the Bureau
may be filed with the Bureau to fulfill the requirement of (a) above for the investment

adviser;

For investment adviser representatives, a fully executed Individual/Applicant’s
Acknowledgement and Consent section of Form U4, Uniform Application for

Securities Industry Registration or Transfer, for direct registration or via the CRD;

For mutual funds and unit investment trusts, see N.J.A.C. 13:47A-7.9; and

For private placements, see N.J.A.C. 13:47A-7.10.
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13:47A-7.2 CUSTODY OF CLIENTS’ FUNDS OR SECURITIES

a) The term “custody of clients’ funds or securities” as used in N.J.S.A. 49:3-57(e) shall mean
holding directly or indirectly, client funds or securities, or having any authority to obtain
possession of them or having the ability to appropriate them except as an incident to

transactions with or for customers that are promptly consummated by payment or delivery.

b) Custody of client’s funds or securities shall include:

1) Possession of client funds or securities, (but not of checks drawn by clients and made
payable to third parties), unless received inadvertently and returned to the sender within three

business days of receipt;

2) Any arrangement (including a general power of attorney and direct fee deduction
arrangements) authorizing or permitting the withdrawal of client funds or securities maintained

with a custodian upon the investment adviser’s instruction to the custodian; and

3) Any capacity (such as general partner of a limited partnership, managing member of a
limited liability company or a comparable position for another type of pooled investment vehicle,
or trustee of a trust) that gives a supervised person legal ownership of or access to client funds

or securities.

13:47A-7.3 BROKER-DEALER

The term “broker-dealer” as used in the Uniform Securities Law (1997) shall include
underwriters, wholesalers or distributors whether acting for their own account or the account of

others.

13:47A-7.4 PROSPECTUS DEFINED

a) The term “prospectus” as used in the administration of the Uniform Securities Law (1997)
shall mean a selling circular distributed to prospective investors which in general shall contain:

2) A description of the issuer’s property and business;

3) A description of the significant provisions of the security to be offered and its relationship

to the issuer’s other capital securities;
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4) Information concerning the management of the issuer; and

5) Certified financial statements.

13:47A-7.5 EFFECTIVE DATE OF APPLICATIONS

a)

b)

d)

Pursuant to N.J.S.A. 49:3-57(a), complete applications become effective on noon on the 30th

day after filing with the Bureau.

Complete applications filed with the CRD to effectuate registration in New Jersey will
become effective on noon on the 30th day after notice to the Bureau by the CRD that the
application has been filed with the CRD. An application is deemed complete when all

requested information is received by the Bureau.

An agent or investment advisor representative application shall be deemed to be incomplete
by the Bureau, unless and until the applicant has received an approved status from the
jurisdiction in which his or her office of employment is located when such registration is

required.

Any applicant desiring an earlier effective date must submit a written request to expedite to
the Bureau Chief, such request to be made a part of the application and the applicant’s
permanent file. Acceleration is not automatic, and in no case shall an accelerated application

become effective in less than five full business days after having been filed with the Bureau.

13:47A-7.6 EFFECTIVENESS OF REGISTRATIONS FILED WITH THE CRD OR IARD

Filing an application for registration with the CRD or IARD does not in any way impair the

authority of the Bureau to require that additional information be filed with the Bureau or the CRD

or IARD, nor does it in any way impair the Bureau’s authority to deny, suspend, postpone or

revoke any registration in accordance with the provisions of the Uniform Securities Law (1997)

and the regulations promulgated under that Law. Allowing registrants to file their applications

with the CRD or IARD, if they are eligible to do so, is for the convenience of the registrant and

the Bureau, but is not intended to impair or substitute any other person’s discretion or decision

making authority for that of the Bureau in reviewing and acting upon applications.
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13:47A-7.7 NEW REGISTRATIONS

a)

b)

c)

13:

Broker-dealer registrants registered with the CRD in other states who wish to include a
registration in New Jersey may do so by filing an amendment with the CRD to the Form BD,
Uniform Application for Broker-Dealer Registration, to include New Jersey as one of the
states in which it is registered. These registrants must also include in the amendment filing
any other information required by N.J.A.C. 13:47A-1.1 or 1.9. The information required by
N.J.A.C. 13:47A-1.1 and 1.9 may be filed as a supplement to the amendment filed with the
CRD or by a separate supplemental filing made directly to the Bureau at the same time the
amendment is filed with the CRD.

Investment adviser registrants registered with the IARD in other states who wish to include a
registration in New Jersey may do so by filing an amendment with the IARD to the Form
ADV, Uniform Application for Investment Adviser Registration, to include New Jersey as one
of the states in which it is registered. These registrants must also include in the amendment
filing any other information required by N.J.A.C. 13:47A-2.1 or 2.5. The information required
by N.J.A.C. 13:47A-2.1 and 2.5 may be filed as a supplement to the amendment filed with
the IARD or by a separate supplemental filing made directly to the Bureau at the same time
the amendment is filed with the IARD.

New applicants who are not registered either directly with the Bureau or via the CRD or
IARD must file their application for registration with the CRD or IARD in accordance with
N.J.A.C. 13:47A-1.1 or 2.1, if they are eligible to do so. Only those new applicants who are
not eligible for filing with the CRD or IARD may file their applications directly with the Bureau
in accordance with N.J.A.C. 13:47A-1.2 or 2.1.

47A-7.8 FILING OF INFORMATION WITH THE CRD OR IARD

Any information filed by an applicant as part of a registration application that is filed with the

CRD or IARD shall be considered to have been filed with the Bureau in accordance with

N.J.A.C. 13:47A-7.6, unless the information is required by these rules to be filed directly with the

Bureau at its current office address. If the information is required to be filed directly with the

Bureau, then filing the information with the CRD or IARD will have no effect and the information

will be considered as “not filed.”
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13:47A-7.9 NOTICE FILINGS FOR SECURITIES ISSUED OR OFFERED BY
FEDERALLY REGISTERED INVESTMENT COMPANIES AND UNIT INVESTMENT
TRUSTS

a) Pursuant to the authority of the Bureau Chief provided by N.J.S.A. 49:3-67(a) and 49:3-60.1,
issuers of Federal covered securities under paragraph (2) of subsection (b) of Section 18 of
the Securities Act of 1933 (15 U.S.C. § 77r(b)(2)) selling securities in or from the State that
are not otherwise exempt from registration under the Uniform Securities Law (1997) shall

annually file with the Bureau:

1) A copy of the most recent registration statement and all pre-effective amendments

thereof and exhibits thereto filed with the U.S. Securities and Exchange Commission; or

2) Annually a copy of the Form NF for investment companies, and initially (and effective for
18 months from the date of receipt at the Bureau) a copy of the Form NF for unit

investment trusts.

b) In addition to (a)l or 2 above, issues of Federal covered securities as described in (a) above

shall annually file with the Bureau:

1) A consent to service of process, designating the Chief of the New Jersey Bureau of
Securities as agent, unless one is already on file with the Bureau. The Bureau will
accept an electronic signature on the Form U2 if filed electronically through an approved

vendor; and

2) A check made payable to the State of New Jersey, Bureau of Securities in the amount of
$500.00 for an investment company for the period from the date of receipt until the

following June 30. Payment of fees shall be due and payable upon filing.

i) The notice filing for an investment company shall become effective upon receipt by
the Bureau and shall be effective until the following June 30. The annual registration
period for an investment company shall be from June 30 of one year until June 30 of
the following year. No notice filing for an investment company shall be effective for

more than one full year, unless it is renewed.
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ii) Notice filings pursuant to this section shall be renewed annually not later than June
30 by filing the Form NF for investment companies or the most recent form of
registration statement, along with the payment of the fees in (b)2 above. Renewals
shall be effective from the expiration date of the notice filing being renewed until June

30 of the following calendar year; and

3) A check made payable to the State of New Jersey, Bureau of Securities in the amount of
$200.00 for a unit investment trust. Payment of fees shall be due and payable upon filing.
The notice filing for a unit investment trust shall become effective upon receipt by the
Bureau of Securities and shall be effective for 18 months from the date of receipt by the
Bureau of Securities. Notice filings pursuant to this section shall be renewed not later
than 18 months after the effective date of the initial notice filing by filing the Form NF for
unit investment trusts or the most recent form of registration statement, along with the
payment of the fees as above. Renewals shall be effective from the expiration date of the

notice filing being renewed until 18 months later.

c) Only one notice and one fee needs to be filed for multiple portfolios, classes, trusts, or funds

that are offered through one prospectus.

13:47A-7.10 PRIVATE PLACEMENT FILINGS

a) An issuer offering a security pursuant to N.J.S.A. 49:3-50(b)(12) must file with the Bureau, no
later than 15 days after the first sale of such security in this State, the following:

1) A completed Form D, if applicable, as filed with the Securities and Exchange Commission;

2) A manually signed and notarized Consent to Service of Process (Form U2 and U2A)

naming the Bureau Chief as the designated officer;

3) A statement disclosing the first date of sale in this State;

4) A completed Private Placement Report Form or successor form.

i) The issuer shall file with the Bureau an amendment within 30 days, whenever there is
any change to the information previously reported on the New Jersey Private Placement
Report Form;
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5) A final report shall be filed at the closing of the offering if the information in the final report

would be materially different from the last prior filing; and

6) A check made payable to the State of New Jersey, Bureau of Securities in the amount of
$250.00.

b) Rule 506 filings. An issuer offering a security pursuant to N.J.S.A. 49:3-60.1(b) shall file with
the Bureau, no later than 15 days after the first sale of such security in this State, the notice

filing and $250.00 filing fee in the manner described in this subsection.

1) Issuers shall file with the Bureau using the Electronic Filing Depository (EFD), operated by
the North American Securities Administrators Association, except as provided in (b)2 below.
Issuers shall provide all required information as prescribed by EFD and the required fee in a

manner prescribed by EFD.

2) If the issuer is unable to use EFD, the issuer shall contact the Bureau immediately. Upon
a showing of hardship, the Bureau shall permit manual filing. If the Bureau permits manual

filing, issuers shall file directly with the Bureau the following:

i) A completed Form D as filed with the Securities and Exchange Commission;

i) A manually signed and notarized Consent to Service of Process (Form U2 and U2A)
naming the Bureau Chief as the designated officer, except that if the Form D includes a
consent to service of process, a separate document need not be filed for this purpose,
and if the consent to service of process on the Form D is executed in a manner accepted
by the Securities and Exchange Commission, it is deemed to comply with the

requirement in this paragraph;

iii) A statement disclosing the first date of sale in this State; and

iv) A check made payable to the State of New Jersey, Bureau of Securities in the amount
of $250.00.
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3) The issuer shall file via EFD or, if unable to use EFD as approved by the Bureau under
(b)2 above, to file directly with the Bureau, an amendment within 30 days, whenever there is

any change to the information previously reported on the Form D.

SUBCHAPTER 8.
PENALTY

13:47A-8.1 ASSESSMENT

A registrant who fails to file with the Bureau or the CRD or IARD (as limited by N.J.A.C.
13:47A-7.8) any information required by N.J.A.C. 13:47A-1.9 (change of status), or any fee,
annual report, financial report or statement as required by the Uniform Securities Law (1997) or
the rules promulgated thereunder, within the time prescribed by the Law and the rules, may be
subject to civil or administrative action, including monetary penalties or other available remedies

at law.

SUBCHAPTER 9.
(RESERVED)

SUBCHAPTER 10.
REGISTRATION OF SECURITIES

13:47A-10.1 (RESERVED)
13:47A-10.2 REGISTRATION BY COORDINATION

a) A person who seeks to register by coordination a security for which a registration statement
has been filed under the Securities Act of 1933 shall file with the Bureau the following

documents and information.

1) A completed application Form U-1, Uniform Application to Register Securities, which

shall be accompanied by the following:

i) The New Jersey Addendum, incorporated herein by reference as Appendix A;
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i)

ii)

vi)

One copy of the Registration Statement filed with the Securities and Exchange
Commission and each amendment to such registration statement together with all

exhibits;

Three copies of the prospectus in the latest form on file with the Securities and
Exchange Commission whether or not such prospectus was printed as a separate

document;

One copy of the Underwriting agreement, agreement among underwriters and
selected dealers agreement or similar agreements between the broker-dealer and the

person owning the securities to be sold;

One copy of the indenture, if applicable;

One copy of the issuer’s charter or articles of incorporation, or if the issuer is not a

corporation the similar relevant document, as amended to date;

vii) One copy of the issuer’s by-laws as amended to date;

viii) One copy of the signed, unqualified, and unconditional opinion of counsel as to the

legality of the security being registered, with a certified English translation if it is in a
foreign language, which states that the security, when issued will be legally issued,
fully paid, and non-assessable, and, if a debt security, is a binding obligation of the
issuer; and if the issuer is a partnership, association or trust, whether the purchasers

will be liable for the obligations of the partnership;

One copy of a specimen of the security or, if not applicable, a copy of the document

that represents the interest to be sold and the rights of the parties involved;

An irrevocable consent appointing the Chief of the Bureau agent for service of
process, executed by the issuer on Form U-2, Uniform Consent to Service of
Process, and, if the issuer is a corporation, a corporate resolution executed by the

secretary of that corporation, on Form U-2A, Uniform Corporate Resolution;
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xi) One copy of each pamphlet, circular, form letter, advertisement, or other sales

literature intended as of the effective date to be used in connection with the offering;

xii) An undertaking executed by the applicant to forward to the Bureau within one
business day after filing with the Securities and Exchange Commission a marked
copy of any amendments to the federal registration statement, designating the
changed, revised or added material or information by underlining and otherwise

marking the same;

xiii) Any other document or information requested by the Bureau;

xiv) A check or money order payable to the New Jersey Bureau of Securities, in the
amount of $1,000, for each registration statement filed with the Bureau. The Bureau
may require the applicant to submit a money order or certified check in appropriate

instances;

xv) If the securities are being offered and sold by or through a broker-dealer, the identity
of the broker-dealer who will offer and/or sell the securities in or from the State of
New Jersey and a statement that such broker-dealer is registered with the Bureau
pursuant to N.J.S.A. 49:3-56(a); and

xvi)If the securities are being offered and sold directly by the issuer in or from the State
of New Jersey through any bona fide officer, director or employee, the name of such
officer, director or employee and a statement that the issuer is relying on an
exemption from agent registration for such officer, director or employee or that such

officer, director or employee is registered with the Bureau as an agent.

2) Any document filed with the Bureau pursuant to N.J.S.A. 49:3-61, 49:3-61.1 and 49:3-
61.2 within three years preceding the filing of a registration statement may be
incorporated by reference pursuant to N.J.S.A. 49:3-62(d) provided that the applicant
shall clearly identify in the reference the name of the document, the name of the
applicant, the Bureau file number, the date of filing and state that no changes have been

made in such documents since the last amendment filed with the Bureau.
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3) All documents filed pursuant to this section must be legible, securely bound and on

paper no larger than 8 1/2 inches by 11 inches.

b) An application for registration by coordination shall become effective with the Bureau
simultaneously with the registration statement filed with the Securities and Exchange

Commission provided the following conditions have been met:

1) All documents and information required by (a) above have been filed with the Bureau;
and

2) The application to register securities by coordination:

i) Was filed with the Bureau within 10 calendar days after the initial filing of the
registration statement was made with the Securities and Exchange Commission and

such application has been on file with the Bureau for at least 10 calendar days; or

ii) Has been on file with the Bureau for at least 30 calendar days; and

3) A statement that the maximum and minimum proposed offering prices and the maximum
underwriting discounts and commissions have been on file for at least two business
days; and

4) No order has been issued pursuant to N.J.S.A. 49:3-64.

c) The following post effective requirements shall be complied with by an applicant whose

securities have been registered with the Bureau by coordination:

1) Three copies of the final prospectus filed with the Securities and Exchange Commission
shall be filed with the Bureau no later than two business days after such prospectus was

filed with or forwarded to the Securities and Exchange Commission.

2) Post-effective amendments and supplements required to be filed with the Securities and
Exchange Commission pursuant to the Securities Act of 1933 shall be filed with the
Bureau no later than two days after such amendments and supplements were filed with

or forwarded to the Securities and Exchange Commission. Post-effective amendments
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filed with the Bureau will become effective at the same time that effectiveness is granted
by the Securities and Exchange Commission, and no new order will issue from the

Bureau.

d) A security may not be registered by Coordination if the application for registration is received
by the Bureau after the registration statement has become effective with the Securities and
Exchange Commission. Applications which cannot be registered by Coordination must be
registered by Qualification pursuant to N.J.S.A. 49:3-61 or Notification pursuant to N.J.S.A.
49:3-61.2.

e) An application for registration may be withdrawn prior to effectiveness only in the discretion
of the Bureau Chief, pursuant to N.J.S.A. 49:3-62(g), provided the Bureau has completed its
review of the application and no action is contemplated under N.J.S.A. 49:3-64 or 69. The
applicant may request withdrawal by stating the reason for such request, that none of the
securities have been offered or sold in or from the State of New Jersey and that both the

issuer and the underwriter concur in such request.

f) Pursuantto N.J.S.A. 49:3-62(g), a registration statement may not be withdrawn within one
year of its effectiveness with the Bureau if any securities of the same class which was

registered remain outstanding.

g) A preliminary prospectus may be distributed after the filing with the Bureau of an application
for registration by Coordination and before its effectiveness, if such distribution is made for
informational purposes only and provided such distribution also complies with federal
securities law. The telephone number of a broker-dealer or issuer may not be displayed
prominently on the front cover or inside cover or back cover page of a prospectus or
preliminary prospectus unless such broker-dealer or issuer has complied with the registration
requirements of N.J.S.A. 49:3-47 et seq.

h) Securities registered by Coordination may, in the discretion of the Bureau, be deregistered

under any of the following conditions:

i) An exemption is or has become available pursuant to N.J.S.A. 49:3-50(a);
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i) The securities will not be sold and have been removed from registration with the

Securities and Exchange Commission; or

iii) For good cause shown.

i) An application for registration by Coordination may be deemed by the Bureau to be

abandoned under any of the following circumstances:

i) The applicant has not responded for more than 30 days to a request from the Bureau

for information concerning the offering; or

ii) The application has been on file with the Bureau for more than 12 months and has

been inactive for more than two months.

i) Inthe case of “shelf’ registrations, the initial filing with the Bureau shall cover the first
takedown. Subsequent takedowns may be registered by filing Form U-1, Uniform Application
to Register Securities, together with any supplements or amendments to the registration
statement, and a filing fee in the amount of $1,000 for each registration statement filed with
the Bureau. The subsequent filing will be expedited provided the filing makes a clear
reference to the original shelf filing by giving the name of the issuer, the securities
registered, the New Jersey registration number and the effective date of the prior
registration. Subsequent takedowns which comply with the foregoing shall become effective

upon notice by the filing of a supplement or an amendment to the registration statement.

13:47A-10.3 REGISTRATION BY QUALIFICATION

a) A person who seeks to register a security by Qualification shall file with the Bureau the

following documents and information:

1) A completed application Form U-1, Uniform Application to Register Securities, which

shall be accompanied by the following:

i) The New Jersey Addendum, incorporated herein by reference as Appendix A;
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i)

ii)

vi)

One copy of an executed Registration Statement which complies with Securities and
Exchange Commission Form S-1, together with all exhibits or if permitted by the
Bureau any other appropriate official form issued by the Securities and Exchange

Commission;

Three copies of the prospectus whether or not such prospectus was printed as a

separate document;

One copy of the Underwriting agreement, agreement among underwriters and
selected dealers agreement or similar agreements between the broker-dealer and the
person owning the securities to be sold;

One copy of the indenture, if applicable;

One copy of the issuer’s charter or articles of incorporation, or if the issuer is not a

corporation the similar relevant document, as amended to date;

vii) One copy of the issuer’s by-laws as amended to date;

viii) One copy of the signed, unqualified, and unconditional opinion of counsel as to the

legality of the security being registered, with a certified English translation if it is in a
foreign language, which states that the security, when issued will be legally issued,
fully paid, and nonassessable, and, if a debt security, is a binding obligation of the
issuer; and if the issuer is a partnership, association or trust, whether the purchasers

will be liable for the obligations of the partnership;

One copy of a specimen of the security or if not applicable a copy of the document

that represents the interest to be sold and the rights of the parties involved;

An irrevocable consent appointing the Chief of the Bureau agent for service of
process, executed by the issuer on Form U-2, Uniform Consent to Service of
Process, and, if the issuer is a corporation, a corporate resolution executed by the

secretary of that corporation on Form U-2A, Uniform Corporate Resolution;
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xi) One copy of each pamphlet, circular, form letter, advertisement, or other sales

literature intended as of the effective date to be used in connection with the offering;

xii) Any other document or information requested by the Bureau;

xiii) A check or money order payable to the New Jersey Bureau of Securities, in the
amount of $1,000, for each registration statement filed with the Bureau, the Bureau
may require applicant to submit a money order or certified check in appropriate

instances;

xiv)If the securities are being offered and sold by or through a broker-dealer the identity
of the broker-dealer who will offer and/or sell the securities in or from the State of
New Jersey and a statement that such broker-dealer is registered with the Bureau
pursuant to N.J.S.A. 49:3-56(a);

xv) If the securities are being offered and sold directly by the issuer in or from the State
of New Jersey through any bona fide officer, director or employee, the name of such
officer, director or employee and a statement that the issuer is relying on an
exemption from agent registration for such officer, director or employee or that such

officer, director or employee is registered with the Bureau as an agent; and

xvi)If a registration statement has not been filed with the Securities and Exchange
Commission, then those references to the Securities and Exchange Commission
contained in Form U-1 shall be inapplicable.

2) Any document filed with the Bureau within three years preceding the filing of a
registration statement may be incorporated by reference pursuant to N.J.S.A. 49:3-62(d).
The applicant shall clearly identify in the reference the name of the document, the name
of the application (for example, issuer, broker-dealer, investment advisor), the Bureau file
number, date of filing and the fact that no amendments have been made in such
documents since the last amendment filed with the Bureau.

3) All documents filed pursuant to this section must be legible, securely bound and on

paper no larger than 8% inches by 11 inches.
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b) An application for registration by Qualification shall become effective with the Bureau when

the Bureau so orders provided no order has been issued pursuant to N.J.S.A. 49:3-64.

c) The Bureau may require that the registration by Qualification be subject to one or more of

the following conditions.

)

ii)

A prospectus containing any designated part of the information specified in the
Registration Statement be sent or given to each person to whom an offer is made

before or concurrently with:

(1) The first written offer made to such person (otherwise than by means of a public
advertisement) by or for the account of the issuer or any other person on whose
behalf the offering is being made, or by an underwriter or broker-dealer who is
offering part of an unsold allotment or subscription taken by him as a participant
in the distribution;

(2) The confirmation of any sale made by or for the account of any such person;

(3) Payment pursuant to any such sale; or

(4) Delivery of the security pursuant to any such sale, whichever first occurs;

That any security issued within the past three years or to be issued to a promoter for
a consideration substantially different from the public offering price, or to any person
for a consideration other than cash, be deposited in escrow. The Bureau may
determine the terms and conditions of any escrow required hereunder but shall not

reject a depository solely because of location in another state;

That the proceeds from the sale of the registered security in this State be deposited
in escrow until the issuer receives a specified amount from the sale of the security
either in this State or elsewhere. The Bureau may determine the terms and
conditions of any escrow required hereunder, but shall not reject a depository solely

because of location in another State; and/or
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d)

e)

f)

9)

iv) That any security registered by qualification to be sold only on a specified form of
subscription or sale contract, and that a signed or conformed copy of each contract
be filed with the bureau or preserved for any period up to three years as specified by

the Bureau.

The following post effective requirements shall be complied with by applicant whose

securities have been registered with the Bureau by Qualification:

1) Three copies of the final prospectus shall be filed with the Bureau no later than one
business day after such prospectus was available or was distributed to the public

whichever occurs first;

2) The registrant shall file a post-effective amendment with the Bureau whenever there

occurs any material change in the information contained in the Registration Statement;

3) Post-effective amendments filed with the Bureau will become effective when the Bureau

so orders; and

4) No offers or sales may be made or any prospectus distributed during the time the post-

effective amendment is pending.

An application for registration may be withdrawn prior to effectiveness only in the discretion
of the Bureau Chief, pursuant to N.J.S.A. 49:3-62(g), provided that the Bureau has
completed its review of the application and no action is contemplated under N.J.S.A. 49:3-64
or 69. The applicant may request withdrawal by stating the reason for such request, that
none of the securities have been offered or sold in or from the State of New Jersey and that

both the issuer and the underwriter concur in such request.

Pursuant to N.J.S.A 49:3-62(g), a registration statement may not be withdrawn within one
year of its effectiveness with the Bureau if any securities of the same class which was

registered remain outstanding.

A preliminary prospectus may be distributed after the filing with the Bureau of an application
for registration by Qualification and before its effectiveness if such distribution is made for

informational purposes only and provided such distribution also complies with Federal
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securities law. The telephone number of a broker-dealer or issuer may not be displayed
prominently on the front cover or inside cover or back cover page of a prospectus or
preliminary prospectus unless such broker-dealer or issuer has complied with the registration

requirements of NJ.S.A. 49:3-47 et seq.

h) Securities registered by Qualification may in the discretion of the Bureau be deregistered-

under any of the following conditions:

i) An exemption is or has become available pursuant to N.J.S.A. 49:3-50(a);

ii) The securities will not be sold; or

iii) For good cause shown.

i) An application for registration by Qualification may be deemed by the Bureau to be

abandoned under any of the following circumstances:

i) The applicant has not responded for more than 30 days to a request from the Bureau

for information concerning the offering; or

ii) The application has been on file with the Bureau for more than 12 months and has

been inactive for more than two months.

i) Shelf registration may be permitted only in the discretion of the Bureau. Generally shelf
registrations will not be permitted unless the securities have been registered with the
Securities and Exchange Commission. In the case of “shelf” registrations, the initial filing
with the Bureau shall cover the first takedown. Subsequent takedowns may be registered by
filing Form U-1, Uniform Application to Register Securities, together with any supplements or
amendments to the registration statement, and a filing fee in the amount of $1,000 for each
registration statement filed with the Bureau. The subsequent filing will be expedited provided
the filing makes a clear reference to the original shelf filing by giving the name of the issuer,
the securities registered, the New Jersey registration number and the effective date of the
prior registration. Subsequent takedowns which comply with the foregoing shall become
effective upon notice by the filing of a supplement or an amendment to the registration

statement.
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13:47A-10.4 REGISTRATION BY NOTIFICATION

a) A person who seeks to register securities by Notification shall file with the Bureau the

following documents and information:

1) A completed application Form U-1, Uniform Application to Register Securities, which

shall be accompanied by the following:

ii)

vi)

The New Jersey Addendum, incorporated herein by reference as Appendix A;

One copy of an executed New Jersey Form RN-1, Registration Statement for
Registration by Notification, incorporated herein by reference as Appendix B together

with all exhibits;

An original and two copies of an executed New Jersey Form RN-2, Statement of
Eligibility for Registration by Notification, incorporated herein by reference as

Appendix C;

Three copies of the prospectus if any, in the latest form whether or not printed as a

separate document;

One copy of the underwriting agreement, agreement among underwriters and
selected dealers agreement or similar agreements between the broker-dealer and the

person owning the securities to be sold;

One copy of the indenture, if applicable;

vii) One copy of the issuer’s charter or articles of incorporation, or if the issuer is not a

corporation the similar relevant document, as amended to date;

viii) One copy of the issuer’s by-laws as amended to date;

iX)

One copy of the signed, unqualified, and unconditional opinion of counsel as to the
legality of the security being registered, with a certified English translation if it is in a

foreign language, which states that the security, when issued will be legally issued,
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fully paid, and nonassessable, and, if a debt security, is a binding obligation of the
issuer; and if the issuer is a partnership, association or trust, whether the purchasers

will be liable for the obligations of the partnership;

x) One copy of a specimen of the security or if not applicable a copy of the document

that represents the interest to be sold and the rights of the parties involved;

xi) An irrevocable consent appointing the Chief of the Bureau agent for service of
process, executed by the issuer on Form U-2, Uniform Consent to Service of '
Process, together with a corporate resolution executed by the secretary of that

corporation, on Form U-2A, Uniform Corporate Resolution;

xii) One copy of each pamphlet, circular, form letter, advertisement, or other sales

literature intended as of the effective date to be used in connection with the offering;

xiii) A check or money order payable to the New Jersey Bureau of Securities, in the
amount of $1,000 for each registration statement filed with the Bureau. The Bureau
may require the applicant to submit a money order or certified check in appropriate

instances;

xiv)If the securities are being offered and sold by or through a broker-dealer, the identity
of the broker-dealer who will offer and/or sell the securities in or from the State of
New Jersey and a statement that such broker-dealer is registered with the Bureau
pursuant to N.J.S.A. 49:3-56(a); and

xv) If the securities are being offered and sold directly by the issuer in or from the State
of New Jersey through any bona fide officer, director or employee, the name of such
officer, director or employee and a statement that the issuer is relying on an
exemption from agent registration for such officer, director or employee or that such

officer, director or employee is registered with the Bureau as an agent.

2) Any document filed with the Bureau within three years preceding the filing of a
registration statement may be incorporated by reference pursuant to N.J.S.A. 49:3-62(d).
The applicant shall clearly identify in the reference the name of the document, the name

of the applicant (for example, issuer, broker-dealer, investment advisor), the Bureau file
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number, date of filing and the fact that no amendments have been made in such

documents since the last amendment filed with the Bureau.

3) All documents filed pursuant to this section must be legible, securely bound and on

paper no larger than 8% inches by 11 inches.

b) An application for registration by Notification shall become effective with the Bureau at three
o’clock Eastern Standard Time on the afternoon of the second full business day after all
documents and information required by (a) above have been filed with the Bureau provided

no order has been issued pursuant to N.J.S.A. 49:3-64.

c) The following post effective requirements shall be complied with by applicant whose

securities have been registered with the Bureau by Notification:

1) Three copies of any final prospectus shall be filed with the Bureau no later than one
business day after such prospectus was available or was distributed to the public

whichever occurs first;

2) The registrant shall file a post effective amendment with the Bureau whenever there

occurs any material change in the information contained in the Registration Statement;

3) Post-effective amendments filed with the Bureau will go effective at three o’clock Eastern
Standard Time in the afternoon of the second full business day after all documents and
information required to be filed in the amendment have been filed with the Bureau

provided no order has been entered pursuant to N.J.S.A. 49:3-64; and

4) No offers or sales may be made or any prospectus distributed during the time the post

effective amendment is pending.

d) An application for registration may be withdrawn prior to effectiveness only in the discretion
of the Bureau Chief, pursuant to N.J.S.A. 49:3-62(g), provided that the Bureau has
completed its review of the application and no action is contemplated under N.J.S.A. 49:3-64
or 69. The applicant may request withdrawal by stating the reason for such request, that
none of the securities have been offered or sold in or from the State of New Jersey and that

both the issuer and the underwriter concur in such request.
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e) Pursuantto N.J.S.A. 49:3-62(q), a registration statement may not be withdrawn within one
year of its effectiveness with the Bureau if any securities of the same class which was

registered remain outstanding.

f) A preliminary prospectus may be distributed after the filing with the Bureau of an application
for registration by Notification and before its effectiveness if such distribution is made for
informational purposes only and provided such distribution also complies with Federal
securities law. The telephone number of a broker-dealer or issuer may not be displayed
prominently on the front cover or inside cover or back cover page of a prospectus or
preliminary prospectus unless such broker-dealer or issuer has complied with the registration
requirements of N.J.S.A. 49:3-47 et seq.

g) Securities registered by Notification may in the discretion of the Bureau be deregistered

under any of the following conditions:

i) An exemption is or has become available pursuant to N.J.S.A. 49:3-50(a);

ii) The securities will not be sold; or

iii) For good cause shown.

h) An application for registration by Notification may be deemed by the Bureau to be

abandoned under any of the following circumstances:

i) The applicant has not responded for more than 30 days to a request from the Bureau

for information concerning the offering; or

ii) The application has been on file with the Bureau for more than 12 months and has

been inactive for more than two months.

i) Shelf registration may be permitted only in the discretion of the Bureau. Generally shelf
registrations will not be permitted unless the securities have been registered with the
Securities and Exchange Commission. In the case of “shelf’ registrations, the initial filing with
the Bureau shall cover the first takedown. Subsequent takedowns may be registered by filing

Form U-1, Uniform Application to Register Securities, together with any supplements or
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amendments to the registration statement, and a filing fee in the amount of $1,000 for each
registration statement filed with the Bureau. The subsequent filing will be expedited provided
the filing makes a clear reference to the original shelf filing by giving the name of the issuer,
the securities registered, the New Jersey registration number and the effective date of the
prior registration. Subsequent takedowns which comply with the foregoing shall become
effective upon notice by the filing of a supplement or an amendment to the registration

statement.

APPENDIX A

NEW JERSEY ADDENDUM TO REGISTRATION STATEMENT
1. Has the issuer, any partner, officer or director of the issuer, any person (as that term is
defined in N.J.S.A. 49:3-49(i)) occupying a similar status or performing similar functions, or
any person directly or indirectly controlling or controlled by the issuer, or any broker-dealer
or other person involved directly or indirectly in the offering:
a) Been convicted of:

i) Any crime of embezzlement under state, federal or foreign law?

Yes No

ii) Any crime involving any theft, forgery or fraudulent practices in regard to any state,
federal or foreign securities law, banking law, insurance law, commodities trading law

or any antifraud law?

Yes No

b) Been permanently or temporarily enjoined by any court of competent jurisdiction from
engaging in or continuing any conduct or practice involving any aspect of the securities

business?

Yes No
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c) Been the subject of an effective order of the Bureau Chief denying, suspending, or

revoking securities registration, or registration as a broker-dealer, agent, or investment

advisor?

Yes No

d) Been the subject of an order entered within the past five years by the securities
administrator of any other state or by the Securities and Exchange Commission denying
or revoking securities registration, registration as a broker-dealer, agent, or investment
adviser, or the substantial equivalent of those terms as defined in the “Uniform Securities
Law (1997),” P.L. 1967, c. 93 (c. 49:3-48 et seq.), or been the subject of an order of the
Securities and Exchange Commission suspending or expelling him from a national
securities exchange or national securities association registered under the “Securities
Exchange Act of 1934” (15 U.S.C. 78a et seq.) or been the subject of a United States

Postal Service fraud order?

Yes No

e) Ever been found by any court in a civil or criminal action or by any state or federal
agency to have engaged in any act involving fraud, or dishonest or unethical practices in

the securities business?

Yes No

2. a) Is the issuer, any partner, officer or director of the issuer, any person (as that term is
defined in 49(i)) occupying a similar status or performing similar functions, or any person
directly or indirectly controlling or controlled by the issuer, or any broker-dealer or other
person involved directly or indirectly in the offering insolvent, either in the sense that

liabilities exceed assets or in the sense that obligations cannot be met as they mature?

Yes No

B. Has such entity or person filed a petition under federal bankruptcy laws or any state
insolvency law or had a receiver, fiscal agent or similar officer appointed by a court for

the business or property of such person, or any partnership in which such person was a
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general partner at or within two years before the time of such filing, or any corporation or

business association of which such person was an executive officer at or within two

years before the time of such filing?

Yes No

3. If the answer to any of the questions above is “yes” the following information is required:

A. Give the citation for each statute under which the relevant action or proceeding was
initiated. Give the full title of the action or proceeding, the docket number, the relevant

court agency and the date such action or proceeding was initiated.

B. Describe the activities which gave rise to such action or proceeding.

C. State the name, address and connection with the issuer, broker-dealer or other person
described in questions 1 and 2, for each person who was the subject of such action or

proceeding.

D. Describe the final disposition of such action or proceeding and the present status. (The
term final disposition as used herein refers to any conviction, injunction, order, decree,

court decision, petition, pleas or other final adjudication of the action or proceeding.)

E. State whether or not the final disposition has been modified, reversed, suspended,
vacated or nullified. If a description of the action or proceeding and the final disposition is
not included in the registration statement, the reason for the omission should be set forth

in detail on a rider to this addendum. Include all mitigating circumstances.

The undersigned is aware of N.J.S.A. 49:3-54 and understands that this addendum is part of the
registration statement filed with the Bureau of Securities, and acknowledges the responsibility to

update and keep current the information contained herein so long as this application is pending.

ISSUER

DATE:
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by:

(Signature)

(Title)

APPENDIX B

NEW JERSEY REGISTRATION STATEMENT FOR REGISTRATION BY NOTIFICATION

All items must be answered. Attach riders where necessary.

DESCRIPTION OF ISSUER

A. Name:

B. Address:

C. Form of organization:

State:

Date organized:

D. General character of business:

E. Principal place of business:
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DESCRIPTION OF SUBSIDIARIES

(State the information requested in Question | for each subsidiary of the issuer.)

DESCRIPTION OF APPLICANT

(Complete if applicant is not the issuer.)

A. Name:

B. Address:

C. Relationship to the issuer:

INFORMATION REGARDING THE NONISSUER DISTRIBUTION

(Complete only if offering or any part thereof is for the benefit of selling securityholders.)

A. Name of each person on whose behalf any part of the offering is to be made:

B. Address(es):
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C. Amount of securities currently held by each selling security holder:

D. Reason (purpose) for making this offering:

V. DESCRIPTION OF SECURITIES

Offering in
Offering price  Total offering this state No.
Description of  or proposed No. of shares of shares or
securities selling price or units Amount units Amount
$ $
Totals $ $

VI.  INFORMATION AND DOCUMENTS REQUIRED

(See N.J.S.A. 49:3-61.3(b)(10), 61.3(b)(12), and 61.3(b)(14)).

A. States in which a registration statement or similar document in connection with this

offering has been or is to be filed.
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B. State whether any withdrawal or any adverse order, judgment, or decree has been
entered in connection with this offering by the regulatory authorities in any state or by

any court or by the Securities and Exchange Commission.

If so, give details.

C. (1) Proposed offering price per unit (or the method by which it is to be computed).

(2) State whether the price will vary as to any person or class of persons other than

underwriters.

If so, give details.
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(3) Is this offering, or any part thereof, to be made other than for cash?

If so, give details.

D. (1) Estimated aggregate underwriting and selling discounts or commissions and finders

fee. Show each means of payment separately (e.g., cash securities, contracts)

(2) If the selling discounts and commissions are variable, state the basis of determining

them, including their maximum and minimum amount.

(3) State the estimated amounts of other selling expenses, including legal, engineering,

and accounting expenses.

E. (1) The name and address of every underwriter, agent, broker-dealer or other recipient of
a commission, discount or finders fee. (Submit the underwriting agreement form or form

of underwriting agreement as an exhibit.)
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(2) If the securities are not to be offered through an underwriter, describe the plan of

distribution.

(3) Identify the agent or broker-dealer registered in New Jersey who will offer the

securities or state the applicable exemption.

F. Description of any stock options outstanding or to be created in connection with this

offering.

G. List Dollar amount of options held by each of the following:

Name and Address Dollar amount of
options held
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1) Each director or officer of the issuer or person
occupying a similar status

2) Any person owning of record, or beneficially if known,
at least 10% of the outstanding shares of any class of
equity security of the issuer.

3) Every promoter of the issuer if the issuer was
organized within the past 3 years.

4) If this is a nonissuer distribution, any person on whose
behalf this offering is to be made.

5) Every underwriter or recipient of a finders fee (every
person listed in paragraph E).

6) Every person who holds or will hold 10% or more in the
aggregate of such options.

H. EXHIBITS

LAW AND PUBLIC SAFETY

Submitted herewith as part of this registration statement are the following documents.

(Documents on file may be incorporated by reference.)

(1) A statement of eligibility for registration by notification.

(2) A copy of the underwriting or selective dealer agreement (or the proposed form).

(3) A copy of any prospectus, pamphlet, circular, form letter, advertisement, or other

sales literature intended to be used in connection with this offering.

(4) A consent to service of process of the issuer (with appropriate resolution).

(5) The New Jersey Addendum.
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(6) Financial statements pursuant to N.J.S.A. 49:3-61.2(b)(6), specifically:

(a) A balance sheet of issuer as of a date within 4 months prior to the filing of this

registration statement; and

(b) A summary of earnings for each of the 2 fiscal years preceding the date of the
balance sheet, and summary of earnings for any period between the close of the
last fiscal year and the date of the balance sheet, or for the period of the issuer’s

and any predecessor’s existence if less than 2 years.

(7) The registration fee of $1,000.00.

Name of Applicant

By:
(Name and Title)
Date:
STATE OF
COUNTY OF
The undersigned, , being first duly sworn, deposes and
says:

That he has executed the foregoing application for and on behalf of the applicant named therein;

that he is of such applicant and is fully authorized to execute and file

such application; that he is familiar with such application; and that to the best of his knowledge,
information and belief the statements made in such application are true and the documents

submitted therewith are true copies of the originals thereof.

Name
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Subscribed and sworn to before me
this day of , 19

NOTARY PUBLIC
In and for the County of
State of

My Commission Expires:

(Notarial Seal)

LAW AND PUBLIC SAFETY

APPENDIX C

STATEMENT OF
ELIGIBILITY FOR REGISTRATION
BY NOTIFICATION

(Pursuant to N.J.S.A. 49:3-61.2)

1. Name of issuer

2. Original date of organization of the issuer

. Number of years issuer

has been in continuous operation . If issuer has been in operation

less than 5 years, give names of predecessors & state length of time each has been in

operation:
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Has there been any default during the current fiscal year or within the 3 preceding fiscal
years in the payment of principal, interest, or dividends on any security (of the issuer or

any predecessor) with a fixed maturity or a fixed interest or dividend provision?

5.

State the net earnings of the issuer and any predecessors during the past 3 full fiscal
years, determined in accordance with generally accepted accounting practices, which are
applicable to all securities without a fixed maturity or a fixed interest or dividend
provision, which securities are outstanding at the date the registration statement is filed.
Fiscal year ended Net earnings
1)
2)
3)
Total
Average net earnings (divide total by
3)
If the securities of the issuer or any of its predecessors (which do not have a fixed
maturity or a fixed interest or dividend provision) have been outstanding for 3 full fiscal
years, complete the chart below.
Market price Book value
Maximum per unit as per unit as
Description No. of units offering of of
of now price per Total
Securities  outstanding  unit® (date)® (date)@ value®
$ $ $ $

A. Total Value $

B. 5% of total $
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value

C. Average
net earnings

(restate from
Item 4)

LAW AND PUBLIC SAFETY

In order to qualify for Registration by Notification, “C” must be greater than or

equal to “B".

MThe maximum offering or the market price on a day selected by the applicant, but must be within

30 days before the date of filing this registration statement.

@Book value must be of a day, selected by the applicant, within 90 days of filing this registration

statement. Book value may be used only if there is neither a readily determinable market price nor a cash

offering price.

®)The total value is the product of either (1) the number of units multiplied by the higher of the

maximum offering price or the market price, or (2) the number of units multiplied by the book value.

6. If the securities of the issuer or any of its predecessors (which do not have a fixed

maturity or fixed interest or dividend provision) have not been outstanding for 3 full fiscal

years, complete the chart below. (Include all securities which will be outstanding if all the

securities being offered or proposed to be offered are issued, whether or not they are

proposed to be registered or offered in New Jersey.)

Description No. of units Maximum Market price Book value Total
of now offering per unit as per unit as value®
Securities outstanding  price per of of
unit®
(date)® (date)@
$ $ $ $
A.Total Value $
B.5% of total $
value
C.Average $
net earnings
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(restate from
ltem 4)

In order to qualify for Registration by Notification, “C” must be greater than or

equal to “B”.

The registrant certifies that it has reasonable grounds to believe that it meets all of the

requirements for filing pursuant to N.J.S.A. 49:3-61.2.

Date:

Issuer

By:

(Title)

SUBCHAPTER 11.
FORMS

13:47A-11.1 UNIFORM APPLICATION FOR BROKER-DEALER REGISTRATION
(FORM BD)

The Uniform Application for Broker-Dealer Registration (Form BD) is promulgated by the
U.S. Securities and Exchange Commission (SEC) and is available on-line at

http://www.sec.qgov/about/forms/formbd.pdf.

13:47A-11.2 UNIFORM APPLICATION FOR INVESTMENT ADVISER REGISTRATION
(FORM ADV)

The Uniform Application for Investment Adviser Registration (Form ADV) is promulgated by

the SEC and is available on-line at http://www.sec.qgov/about/forms/formadv.pdf.

13:47A-11.3 UNIFORM APPLICATION FOR SECURITIES INDUSTRY REGISTRATION
OR TRANSFER (FORM U4)

The Uniform Application for Securities Industry Registration or Transfer (Form U4) is

promulgated by the SEC and is available on-line at www.finra.org.
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13:47A-11.4 UNIFORM CONSENT TO SERVICE OF PROCESS (FORM U2)

The Uniform Consent to Service of Process which is to be used to designate the Chief of the
Bureau of Securities as agent for service of process is authored by the North American
Securities Administrators Association (NASAA) and is available on-line at

http://www.nasaa.org/industry-resources/uniform-forms/.

13:47A-11.5 UNIFORM SURETY BOND FORM (FORM U-SB)
The Uniform Surety Bond Form (Form U-SB) is authored by the NASAA and is available on-

line at www.nasaa.org/industry-resources.uniform-forms/.

13:47A-11.6 UNIFORM REQUEST FOR BROKER-DEALER WITHDRAWAL (FORM
BDW)

The Uniform Request for Broker-Dealer Withdrawal is promulgated by the SEC and is

available on-line at www.sec.gov/about/forms/formbdw.pdf.

13:47A-11.7 NON-FINRA BROKER-DEALER RENEWAL APPLICATION (FORM BDR)
The Non-FINRA Broker-Dealer Renewal Application (Form BDR) is authored by the Bureau

and is available on-line at http://www.njconsumeraffairs.gov/bos/njbos-21.pdf.

13:47A-11.8 (RESERVED)

13:47A-11.9 NOTICE OF WITHDRAWAL FROM REGISTRATION AS INVESTMENT
ADVISER (FORM ADV-W)

The Notice of Withdrawal from Registration as Investment Adviser (Form ADV-W) is

promulgated by the SEC and is available on-line at www.sec.gov/pdf/fadvwo.pdf.

13:47A-11.10 BROKER-DEALER SUPPLEMENT FORM

The Broker-Dealer Supplement form is authored by the Bureau and is available on-line as

NJBOS-18 at http://www.njsecurities.gov/bosform.htm.

13:47A-11.11 AVAILABILITY OF OTHER FORMS

Other forms required for application and filing with the Bureau may be found on the Bureau’s

website at http://www.njsecurities.gov/bosform.htm.
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13:47A-11.12 (RESERVED)
13:47A-11.13 (RESERVED)

13:47A-11.14 (RESERVED)

13:47A-11.15 (RESERVED)

13:47A-11.16 (RESERVED)
13:47A-11.17 (RESERVED)
13:47A-11.18 (RESERVED)

13:47A-11.19 (RESERVED)

13:47A-11.20 (RESERVED)

SUBCHAPTER 12.

EXEMPTIONS FOR SECURITIES TRANSACTIONS AND SECURITIES

OFFERINGS; EMPLOYEE BENEFIT PLANS; ACCREDITED INVESTORS

13:47A-12.1 EXEMPTIONS FOR SECURITIES TRANSACTIONS AND SECURITIES
OFFERINGS

a)

b)

For purposes of the Report Form required to be filed with the Bureau under N.J.S.A. 49:3-
50(b) (12) or 49:3-60(f), the issuer shall include only the names and addresses of New
Jersey resident purchasers of the offering, along with the number and amount of the

securities each purchased.

Non-New Jersey resident purchasers will not be counted when determining whether there
are 35 non-accredited purchasers of the offering for the N.J.S.A. 49:3-50(b)(12) or 49:3-60(f)

exemption.

Non-New Jersey resident purchasers will not be counted when determining whether there

are 10 purchasers in an exempt offering under N.J.S.A. 49:3-50(b)(9).

13:47A-12.2 EMPLOYEE BENEFIT PLANS

a)

N.J.S.A. 49:3-50(a)(11) provides an exemption from registration for “any investment contract
issued in connection with an employees’ or professional stock purchase, savings, pension,
profit-sharing, retirement or similar benefit plan and securities issued pursuant to an
employee benefit plan.” N.J.S.A. 49:3-50(a)(11) exempts the agreement between the

employer and employee insofar as it may be deemed to be an investment contract. With
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b)

c)

d)

e)

respect to employee benefit plans which are qualified under Section 401 of the Internal
Revenue Code (26 U.S.C. 8401), subject to the provisions of Part 4 of Subtitle B of Title | of
ERISA (29 U.S.C. 881001 et seq.), or administered by a national or state bank acting in a
fiduciary capacity, N.J.S.A. 49:3-50(a)(11) shall be construed to provide a transactional

exemption for all securities underlying the investment contract.

Interests in the plan or securities underlying the investment contract in employee benefit
plans which are exempt from Federal securities registration pursuant to SEC Rule 701,
promulgated under the Securities Act of 1933 (17 CFR 230.701), shall also be exempt from
registration in New Jersey if offered or sold pursuant to N.J.S.A. 49:3-50(a)(11).

If a plan otherwise exempt under this section contemplates distribution in kind of restricted
stock to plan members upon withdrawal of the members from the plan, resale of the
underlying securities by the members may require registration of the securities under
Federal law. If Federal law requires registration of the securities being resold, State
registration may be required, unless the security or transaction is otherwise exempt from

State registration.

The definition of “agent” in N.J.S.A. 49:3-49(b) specifically excludes an individual who
represents an issuer in effecting transactions in a security exempted by N.J.S.A. 49:3-
50(a)(11); therefore, no agent registration is required for such an individual to effect
transactions with respect to the employee benefit plans or the securities underlying the

employee benefit plans described in (a) and (b) above.

The employee benefit plan exemption includes employees, directors, and consultants who
provide services to the issuer, so long as the plan qualifies under Rule 701 of the Securities
Act of 1933 or is otherwise in compliance with N.J.S.A. 49:3-50(a)(11) and this section.

13:47A-12.3 ACCREDITED INVESTORS

Pursuant to the last paragraph of N.J.S.A. 49:3-49(p), in addition to the persons described in

N.J.S.A. 49:3-49(p)(1) through (7), any person who is an “accredited investor” within the
meaning of Securities Act of 1933, section 2(15) and SEC Rules 215 and 501, thereunder (15
U.S.C. 877b(15) and 17 CFR 230.215 and 230.501), promulgated by the Securities and

Exchange Commission, or as thereafter amended or superseded, shall be deemed an

“accredited investor” within the meaning of N.J.S.A. 49:3-49(p).
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13:47A-12.4 MANUAL EXEMPTIONS

The manuals issued by Mergent’'s and by Standard and Poor’s are recognized for the
“manual” exemption under N.J.S.A. 49:3-50(b)(2)(i)(B). This exemption encompasses both the

printed manuals and the electronic data services of Mergent’'s and Standard and Poor’s.

SUBCHAPTER 13.
GENERAL RULES OF PRACTICE

13:47A-13.1 SCOPE OF RULES OF PRACTICE

These Rules of Practice are generally applicable to administrative proceedings before the
Bureau under the Uniform Securities Law (1997), N.J.S.A. 49:3-47 et seq., as amended, prior to
a matter having been determined to be a contested case pursuant to N.J.A.C. 1:1-3.1, and
transmitted by the Bureau to the Office of Administrative Law pursuant to N.J.A.C. 1:1-3.2. In
connection with such contested cases, reference should be made to any procedural
requirements that may be contained in the Administrative Procedure Act, N.J.S.A. 52:14B-1 et
seq., or the regulations and forms adopted thereunder, which requirements are controlling.
These Rules of Practice do not apply to routine filings to perfect exemptions, register broker-
dealers, agents, and investment advisers, register securities, or seek no-action or interpretive
opinions from the Bureau. Nor do these Rules of Practice apply to private investigations
conducted by the Bureau pursuant to N.J.S.A. 49:3-68, except where specifically made

applicable by N.J.A.C. 13:47A-14, Rules of Practice Relating to Investigations.

13:47A-13.2 BUREAU ADDRESS AND BUSINESS HOURS

The office of the Bureau, at 153 Halsey Street, Newark, New Jersey 07102; mailing address,
P.O. Box 47029, Newark, New Jersey 07101, is open each day, except Saturdays, Sundays and
legal holidays, from 9:00 A.M. to 5:00 P.M., Eastern Standard Time or Eastern Daylight Time,
whichever is currently in effect in New Jersey. Legal holidays consist of any day appointed as a

holiday or day off in New Jersey by the Governor or Legislature of New Jersey.

13:47A-13.3 APPEARANCE AND PRACTICE BEFORE THE BUREAU BY NON-
LAWYERS

Except as required by the New Jersey Court Rules, an individual may appear in his or her
own behalf and, where authorized by law and with the consent of the Attorney General, an
officer or employee of a department, agency or political subdivision of the State may appear on

behalf of the department, agency or political subdivision of the State. A business entity other
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than a sole proprietor must be represented by an attorney. No representation of a third party

before the Bureau shall be undertaken by any suspended or disbarred attorney.

13:47A-13.4 APPEARANCE AND PRACTICE BEFORE THE BUREAU; BY LAWYERS

A person may be represented in any proceeding by an attorney at law admitted to practice
before the Supreme Court of the State of New Jersey or by an attorney in good standing in any
other jurisdiction within the United States. The Bureau Chief may prohibit multiple
representations by counsel where the Bureau Chief determines, in the reasonable exercise of
his or her discretion, that such representation may result in a conflict of interest or otherwise

threaten the integrity of an investigation.

13:47A-13.5 (RESERVED)

13:47A-13.6 NOTICE OF APPEARANCE; DESIGNATION FOR SERVICE; POWER OF
ATTORNEY

a) An applicant or registrant appearing on his or her own behalf before the Bureau shall file with
the Bureau or otherwise state on the record an address at which any notice or other written
communication required to be served upon or furnished to the applicant or registrant may be
sent, and a telephone number at which the applicant or registrant can be reached during the
business day. If the individual’'s address or telephone number changes before the conclusion
of the matter in which the individual appeared, the individual shall notify the Bureau in writing

no later than 10 days following the change.

b) When an attorney appears before the Bureau or a hearing officer in a representative
capacity in a particular proceeding which involves a hearing or an opportunity for a hearing,
the attorney shall enter a written appearance with the Bureau which shall state the attorney’s
name, firm, address and telephone number and the name and address of the person or
persons on whose behalf the attorney appears. If the address or telephone number of the
attorney or the person represented changes during the course of representation before the
Bureau, the attorney shall notify the Bureau in writing no later than 10 days following the
change(s). If an attorney withdraws, or is otherwise relieved, from representing a person in a
matter in which the attorney has entered an appearance, the attorney shall notify the Bureau
in writing immediately. If an attorney is substituted for, or otherwise relieves, another
attorney who has entered an appearance, the new attorney shall immediately enter a written

appearance with the Bureau as prescribed in this subsection.
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c) Any person, other than an attorney, appearing or practicing before the Bureau in a
representative capacity shall file a written appearance with the Bureau including authority to

act in such capacity.

13:47A-13.7 SERVICE UPON THE BUREAU

Service upon the Bureau shall be made in accordance with New Jersey Court Rule 4:4-
4(a)(7).

13:47A-13.8 SERVICE UPON PERSONS NOT REPRESENTED BY COUNSEL

Service of subpoenas, complaints, summonses, orders, notices or other written
communications upon persons not represented by counsel in matters before the Bureau shall be

made in accordance with N.J.A.C. 1:1-7.1(a). Service by mail shall be complete upon mailing.

13:47A-13.9 SERVICE UPON PERSONS REPRESENTED BY COUNSEL

In any proceeding or matter where an attorney has filed an appearance pursuant to N.J.A.C.
13:47A-13.6, any subpoena, complaint, summons, order, notice or other written communication
to be served upon or furnished to the person represented by the attorney shall be served upon
the attorney (or one of such attorneys, if the client is represented by more than one attorney).
Such service shall be made in the same manner as set forth in N.J.A.C. 13:47A-13.8 for the
person represented, and shall be deemed sufficient service regardless of whether such

communication is furnished directly to the person represented.

13:47A-13.10 SERVICE UPON REGISTERED PERSONS

Any person registered with the Bureau in any capacity, or required to register with the
Bureau in any capacity, whether or not actually registered, shall be subject to personal service
inside or outside of New Jersey in any manner described in N.J.A.C. 13:47A-13.8 and 13.9. If a
registered person, as defined in N.J.S.A. 49:3-49, conducts business in New Jersey through one
or more branch offices in New Jersey, service upon a responsible party at any such branch
office shall be considered effective service upon the registered person. Officers, directors,
principals, partners and supervisory personnel of a registered person, as well as any employees
of a registered person with apparent authority to receive communications from the public, shall

be deemed responsible parties for purposes of this section.
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13:47A-13.11 ANSWERS; WHEN REQUIRED

When a complaint or an order containing allegations is issued by the Bureau, each party

respondent shall file an answer to the complaint or the allegations in the order.

13:47A-13.12 TIME TO FILE ANSWER

Except where a different period is provided by statute, regulation or order, a party

respondent shall file an answer within 20 days after service of the complaint or order.

13:47A-13.13 REQUIREMENTS OF ANSWER; EFFECT OF FAILURE TO DENY

Unless otherwise directed by the Bureau, an answer filed pursuant to statute or this
subchapter shall specifically admit, deny, or state that the party does not have and is unable to
obtain sufficient information to admit or deny, each and every paragraph in the complaint or
each and every allegation in the order filed by the Bureau. A statement of a lack of information
shall have the effect of a denial. Any paragraph or allegation not denied shall be deemed
admitted. When a party intends in good faith to deny only a part of a paragraph or allegation, the
party shall specify so much of it as is true and shall deny only the remainder. An answer filed
pursuant to this statute or this subchapter shall set forth specifically and separately a statement

of facts constituting any affirmative defense or defenses.

13:47A-13.14 EFFECT OF FAILURE TO FILE ANSWER

If a party fails to file an answer required by statute or this subchapter within the time
provided, such party shall be deemed in default and the proceeding may be determined against
that party by the Bureau upon consideration of the complaint or order, the contents of which may

be deemed to be true.

13:47A-13.15 SIGNATURE ON ANSWER; REQUIREMENT AND EFFECT

Every answer shall be signed by the party filing it or by at least one attorney, in his or her
individual name and, where applicable, the name of the firm, who represents such party. The
signature constitutes a verification by the signer that the signer has read the answer; that to the
best of the signer’'s knowledge, information and belief there is good ground to support it; and

that it is not interposed for delay.
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13:47A-13.16 OFFERS OF SETTLEMENT

Parties may, at any time, make written settlement proposal to, or may request settlement
conferences with, the Bureau Chief or the Chief's designee where time, the nature of the

proceeding, and the public interest permit.

13:47A-13.17 AGREEMENT OF PARTIES TO PARTICIPATION OF BUREAU CHIEF IN
SETTLEMENT DISCUSSIONS

By making a written settlement proposal or requesting a settlement conference, the parties
agree that the Bureau Chief or the Chief's designee may express the Chief’s views regarding the
appropriateness of any offer of settlement, and may otherwise participate in settlement
negotiations, without such views or participation giving rise to claims of prejudgment on the part
of the Bureau Chief or the Chief’'s designee. In any event, the Bureau Chief or the Chief's
designee, in his or her discretion, may decline to express any view on an offer. Neither a
settlement offer nor any documents relating to any settlement offer shall constitute a part of the
record. Nothing in this section shall be deemed to authorize ex parte communications otherwise

prohibited by the Rules of Professional Conduct.

SUBCHAPTER 14.
RULES OF PRACTICE RELATING TO INVESTIGATIONS

13:47A-14.1 SCOPE OF RULES RELATING TO INVESTIGATIONS

N.J.A.C. 13:47A-14.1 through 14.16, inclusive, apply only to private investigations conducted
by the Bureau pursuant to N.J.S.A. 49:3-68.

13:47A-14.2 INFORMATION OBTAINED DURING THE COURSE OF PRIVATE
INVESTIGATIONS

Information or documents obtained by the Bureau in the course of any private investigation,
unless such information or documents are published by the Bureau pursuant to its authority
under N.J.S.A. 49:3-68(a), shall be deemed nonpublic. Such information and documents may be
disclosed to representatives of domestic or foreign governmental authorities, self-regulatory
agencies, state or federal law enforcement officers, state securities law administrators, special
counsels, court appointed receivers and trustees in bankruptcy. The Bureau may also, to the
extent necessary, disclose such information and documents in court proceedings; when ordered
to do so by a court of competent jurisdiction; or, when appropriate, in furtherance of any ongoing

investigation or proceeding.
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13:47A-14.3 APPLICABILITY OF N.J.A.C. 13:47A-14.3 THROUGH 14.10
N.J.A.C. 13:47A-14.3 through 14.10 shall be applicable to a person who appears either

voluntarily, pursuant to an administrative investigative subpoena or administrative order, or at
the request of, or with the permission of, the Bureau. Such person, being sworn in an
investigation or examination, shall be referred to as a “witness.” Such investigation or
examination, hereinafter referred to as an “investigative proceeding,” shall be conducted by the
Bureau before one or more of its employees, or one or more Deputy Attorneys General, or
before any other person designated by the Bureau for the purpose of taking testimony of

witnesses and receiving other evidence.

13:47A-14.4 OFFICIAL TRANSCRIPT

Transcripts, if any, of investigative proceedings shall be recorded solely by the official
reporter or by any other person or means designated by the officer conducting the investigation.
There shall be one official transcript of a witness’ testimony, which shall be the property of the
Bureau. Except as provided by N.J.A.C. 13:47A-14.5, any other contemporaneous, verbatim

transcription by writing or recording, in any form and in any media, shall be prohibited.

13:47A-14.5 ACCESS TO TRANSCRIPTS

Any witness, and counsel, upon proper identification and after giving reasonable prior notice,
shall have the right to inspect the official transcript of the witness’ own testimony at the Bureau’s
offices during normal business hours; but neither the witness, nor counsel for the witness, shall
have the right to remove, copy or order a copy of the official transcript without authorization by
the Bureau Chief.

13:47A-14.6 ACCESS TO DOCUMENTARY EVIDENCE

A person complying with any request, order, or subpoena issued by the Bureau for the
production of documentary evidence, shall retain the originals and shall provide the Bureau with
clearly legible, true and complete copies of the documents requested, which shall be Bates
stamped, along with a signed cover letter, which shall identify those documents with a

reasonable degree of specificity.

13:47A-14.7 WITNESSES; REPRESENTATION BY COUNSEL

A witness may be accompanied, represented and advised by counsel, as defined in N.J.A.C.

13:47A-13.4. In order to protect the integrity of any investigation, the Bureau Chief may, in the
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reasonable exercise of his or her discretion, prohibit multiple representations by counsel, and
may prohibit representation by counsel who is likely to become a witness during the course of
either the investigation itself or of any legal proceedings expected to ensue upon the

investigation’s conclusion.

13:47A-14.8 WITNESSES; REPRESENTATION OF COUNSEL DEFINED

Counsel may advise witnesses before, during and after the conclusion of testimony given in
the course of an investigative proceeding, and may make summary notes during such testimony
solely for use in the representation of the witness. The witness is responsible for having counsel
present at the time and place designated by the officer conducting the investigation. Where no
timely prior request for adjournment was made, or where such request was denied for good
cause, neither the substitution of counsel nor the failure of counsel to appear at the designated
time and place for the witness’ testimony shall constitute an acceptable ground for the witness’s
failure to appear at the designated time and place or to answer the questions of the officer

conducting the examination.

13:47A-14.9 SEQUESTRATION OF WITNESSES

Unless permitted in the discretion of the Bureau employee, Deputy Attorney General or other
person designated by the Bureau conducting the investigation, no witness shall be present
during the examination of any other witness called in such proceeding. Where counsel
represents more than one witness as set forth in N.J.A.C. 13.47A-14.7 through 14.10, inclusive,

counsel shall not inform one witness of the nature and contents of another withess’ examination.

13:47A-14.10 COMPELLING INCRIMINATING TESTIMONY OF WITNESSES

A witness who has claimed privilege against self-incrimination may be compelled to give
testimony pursuant to N.J.S.A 49:3-68(d) only by an order signed by the Bureau Chief with the
approval of the Attorney General or the Attorney General’s designee. Except as provided in this
section, no employee of the Bureau has the authority to compel, orally or in writing, the
testimony of a withess or otherwise exempt a withess from prosecution pursuant to N.J.S.A.
49:3-68(d).

13:47A-14.11 SERVICE OF SUBPOENAS

Service of subpoenas issued in investigative proceedings shall be effected in the manner

prescribed by N.J.A.C. 13:47A-13.7 through 13.10, inclusive, including service upon an attorney
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who has filed an appearance pursuant to N.J.A.C. 13:47A-13.3 through 13.6. Investigatory

subpoenas may be issued to persons within or without the State of New Jersey.

13:47A-14.12 ACCESS TO PREMISES BY BUREAU; GENERALLY

All broker-dealers and investment advisers registered with the Bureau shall, upon request,
provide members of the Bureau'’s staff prompt access, during regular business hours, to that part
of the premises at the broker-dealer’s or investment adviser’s place of business where

documents are stored or where trading or investor solicitation is conducted.

13:47A-14.13 OBSERVATION OF CONDUCT OF BUSINESS BY BUREAU

A broker-dealer or investment adviser registered with the Bureau shall accord members of
the Bureau staff the opportunity to observe the conduct of business at the broker-dealer’s or

investment adviser’s place of business.

13:47A-14.14 ACCESS TO DOCUMENTS BY BUREAU

a) The Bureau, without notice, may examine in a manner reasonable under the circumstances
the records, within or without this State, of a registered broker-dealer, agent, or investment
adviser in order to determine compliance with the Uniform Securities Law. Broker-dealers,
agents, and investment advisers shall make their records available to the Bureau in legible

form.

b) The Bureau may copy records or require a registered person to copy records and provide the

copies to the Bureau to the extent and in a manner reasonable under the circumstances.

c) The Bureau may impose a reasonable fee for the expense of making any copies under (b)

above.

13:47A-14.15 ACCESS TO PERSONS BY BUREAU

Members of the Bureau staff may interview individuals included within the scope of N.J.A.C.
13:47A-13.10 who may be present on the registered person’s premises and who voluntarily
consent to be interviewed. If such interview is conducted on the registered person’s premises,
Bureau staff shall be given access to a private, enclosed area where the interview can go
forward without monitoring, surveillance or interference by any kind of device or by persons who

are not members of the Bureau staff.
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13:47A-14.16 FAILURE TO COOPERATE

a) A registered person shall cooperate in any inquiry, investigation or inspection conducted by,
or on behalf of, the Bureau, for the purposes of determining whether or not any person has
violated or is about to violate any provision of the Uniform Securities Law or any regulation
or order promulgated thereunder. A registered person’s willful failure to cooperate, absent
good cause or bona fide claim of privilege, may be deemed by the Bureau a violation of the
Uniform Securities Law within the meaning of N.J.S.A. 49:3-58(a)(2)(ii) and thus subject the

registered person to denial, suspension, or revocation of registration.

b) The following are examples of conduct by a registered person that may be deemed a failure

to cooperate:

1) The failure to timely respond by way of appearance or production of documents to a
subpoena or order issued by the Bureau pursuant to N.J.S.A. 49:3-68 or as may

otherwise be provided by law;

2) The failure to answer any question pertinent to inquiry made pursuant to N.J.S.A. 49:3-
68 or other applicable law unless the response to said question is subject to a bona fide

claim of privilege.

3) The failure to grant Bureau personnel access to the business premises of a registered
person or to the records and documents the registered person is required, by statute or

rule, to make available for inspection;

4) The failure to attend any scheduled proceeding at which the registered person’s
appearance is directed. In the event a registered person elects to retain counsel for the
purpose of representation in any such proceeding, it shall be the registered person’s
responsibility to do so in a timely fashion. The failure of a registered person to retain
counsel, absent a showing of good cause therefor, shall not require an adjournment of

the proceeding;

5) The failure to timely respond or to provide information requested pursuant to a demand

under N.J.S.A. 49:3-68 or any other applicable law; or

6) Aiding or abetting another registered person’s failure to cooperate.
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